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WEDNESDAY, MAY 30, 1956 


UNITED STATES SENATE, 
SELECT COMMITTEE ON SMALL Business, 
Washington, dD. ¢ 

The Select Committee on Smal] Business met, pursuant to notice, at 
10: 10a. m., in room 457, Senate Office Building, Senator John Spark- 
man (chairman) presiding. 

Present: Senator Sparkman (chairman). 

Also present: Walter B. Stults, staff director: Lewis G. Odom, Jr., 
chief counsel: Charles M. Noone, counsel; William D. Amis, profes 
sional staff member; and Robert A. Forsythe, administrative assistant 
to Senator Edward J. Thye. 

The Cuarman. The committee will come to order, please. 

I am sorry that no other members of the committee are able to be 
present at this time. We do expect one other Senator to come in. | 
rather regret the necessity of setting these hearings on a holiday, but 
it seemed to be the only time we could find to work them in. 

This is an open hearing of the Senate Small Business Committee, 
convened to inquire into the supply and distribution of nickel. 

It should be noted at the outset that the resolution establishing this 
committee, Senate Resolution 58 of the Slst Congress, 2d session, 
directed the committee— 
to study and survey by means of research and investigation all problems of 
American small-business enterprises, and to obtain all facts possible in relation 
thereto which would not only be of public interest, but which would aid the 
Congress in enacting remedial legislation, and to report to the Senate from time 
to time the results of such studies and surveys * * *. 

One of the problems of American small-business enterprises to 
which this committee has devoted a great deal of attention from its 
very inception, has been the problem of material shortages. ‘The com- 
mittee was activated just shortly before the outbreak of the Korean 
war. That event precipitated an increase in defense production which 
in turn brought about acute shortages of such materials as steel, 
aluminum, copper, and nickel. The committee has conducted investi- 

gations into the supply and distribution of each of these materials at 

various times since its creation. The problem of nickel shortages and 
their impact on small business was the subject of extensive inquiries 
and public hearings held by this committee in 1951. The findings and 
recommendations of the committee on the basis of the 1951 investiga- 
tion were the subject of a special report to the Senate, Senate Report 
No. 785 of the 82d Congress, Ist session, entitled “The Gray Market in 
Nickel.” 
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The nickel problem has continued to command the attention of the 
committee. The Government controls on the use of nickel for both 
defense and nondefense production, which were in effect from shortly 
after the outbreak of the Korean incident, were dropped in Novem- 
ber 1953. We are informed that the Department of Commerce looked 
to the nickel industry thereafter to insure the meeting of defense 
needs for nickel and for the equitable distribution of the available 
supply of nondefense nickel. 

But the pleas from small business for assistance in obtaining nickel 
did not abate. It appears that the shortage was and is felt most 
acutely by members of the electroplating industry, an industry which 
is made up predominantly of small concerns. Aside from the plating 
shops maintained by the automobile manufacturers and the makers of 
major appliances, there are approximately 50,000 persons employed 
in some 3,000 “job shops” in this country. Thus, the average job 
shop in the electroplating industry employs less than 20 people. These 
shops clearly qualify as small business. They do not manufacture any 
products themselves. They perform a service for other manufac- 
turers in plating products for some 50,000 customers who in turn em- 
ploy approximately a million persons and whose products are esti- 
mated to be worth $10 billion at the consumer level. 

In the face of mounting evidence of hardship among jobplaters, 
the members of the Senate Small Business Committee voted in execu- 
tive session on February 1, 1956, to authorize a comprehensive staff 
inquiry into the nickel shortage. Since that time members of the staff 
have conducted numerous interviews in various sections of the country 
with all of the parties in interest in this problem—individual job- 
platers, representatives of the primary producers of the metal, and 
officials of suppliers to the plating industry, as well as officials of 

responsible agencies of the executive branch of the Government. 

The primary purpose of the staff inquiry was to determine whether 
the present system of distribution of nondefense nickel was equitable. 
It was recognized that nickel was in short supply and that not every- 
one could have all he wanted. 

A secondary purpose of the inquiry was to determine whether there 
were adequate checks and safeguards in the distribution system to 
ensure equitable adjustments as the available supply of nondefense 
nickel fluctuated. 

The staff was unable to develop the answer to the principal ques- 
tion—the equitability of the distribution system—for the reason that 
the primary producers and the plating supplier S were either unable or 
unwilling to say just how they were apportioning the supply. _ As to 
the mechanics of the distribution system, the inquiry disclosed some 
serious shortcomings, particularly with respect to the sytsem of “self- 
certification” now in effect on defense-rated orders for nickel. The 
inquiry also raised a serious question as to whether the Department of 
Commerce and its Business and Defense Services Administration 
have not improperly delegated their policing responsibilities to the 
very people they should be policing, that is, the primary producers 
and the plating suppliers. 

The inquiry to date has also left unanswered some of the per- 
tinent questions which have been raised by the platers: How the large 
automobile manufacturers and the makers of large household appli- 
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ances, heavy users of nickel, could achieve new production records 
while the platers continue to receive but 30 percent or less of their 
pre-Korea supply of nickel; or how the steel industry could sheath a 
vast new skyscraper in New York City in stainless steel, using tre- 
mendous quantities of nickel, in the light of the asserted shortage of 
nondefense nickel. 

It is clear that the nickel shortage has had a serious Impact directly 
on the plating industry and indirectly on the many other industries 
which it serves, many of them also small business. It is equally clear 
that it falls within the responsibilities of this committee to seek ways 
and means to alleviate the problems caused by the nickel shortage. 

In this connection, I should like to call attention to a report sub 
mitted by the Attorney General to Congress on April 13, 1956, wherein 
he referred to materials shortages and their impact on small business. 
He referred specifically to the need for additional authority for the 
Small Business Administration to develop full information on the 
distribution of materials, particularly those needed for civilian pro 
duction. I am now in receipt of a letter from the Administrator of the 
Small Business Administration wherein he makes certain suggestions 
for changes in existing law which would give him the authority recom- 
mended by the Attorney General. 

(The letter referred to follows:) 


Exnrsir No. 1 


SmaLL Business ADMINISTRATION, 
OFFICE OF THE ADMINISTBATOR, 
Washington, D. C., May 22, 1956. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 

Dear SENATOR SPARKMAN: During the hearing held on April 18, 1956, before 
the Senate Select Committee on Small Business,” the Small Business Administra 
tion was requested to furnish certain additional information. Pursuant to this 
request, the following is submitted for inclusion in the record of the hearing. 

1. Senator Morse requested that this agency prepare an amendment to the 


‘Small Business Act of 1953 to carry our recommendations of the Attorney Gen- 


eral made in his report of April 13, 1956, and to eliminate the requirement that 
certain SBA activities be restricted to defense programs. 

These objectives may be accomplished in the following manner: 

(a) Amend subsection 212 (f) of the Small Business Act by deleting the last 
5 words of this subsection (for war or defense production). Subsection 212 (f) 
would then read: 

“The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary * * * (f) to obtain from suppliers of 
materials information pertaining to the method of filling orders and the basis for 
allocating their supply whenever it appears that any small business is unable 
to obtain materials from its normal sources; * * *.” 

(b) Amend subsection 212 (g) by deleting the last 6 words of the subsection 
(to effectuate war or defense programs). Subsection 212 (2) would then read: 

“The Administration shall have the power, and it is hereby directed, whenever 
it determines such action is necessary * * * (g) to make studies and recom- 
mendations to the appropriate Federal agencies to insure that a fair proportion 
of the total purchases and contracts for supplies and services for the Govern- 
ment be placed with small-business enterprise, to insure that a fair proportion 
of the Government contracts for research and development be placed with small- 
business concerns, and to insure a fair and equitable share of materials, sup- 


plies and equipment to small-business concerns; * * *” 


1 See appendix I, p. 196, telegrams from jobplaters re nickel shortage. See also exhibit 3, 
p. 16. 
1a Progress Report of the Small Business Administration, 1956, hearings, April 18 and 
19, 1956. 








4 SUPPLY AND DISTRIBUTION OF NICKEL 


2. Senator Morse also requested information indicating (a) criteria developed 


by SBA under the authority contained in section 207 (b) of the Small Business 
Act to make disaster loans to business concerns located in drought areas; (b) 
the degree of bank participation in this program; and (¢) an evaluation of the 
feasibility of this activity. 

(a) Section 207 (b) dees not indicate any criteria under which disaster loans 
may be made to small businesses located in drought areas. There is no statu- 
tory requirement with respect to collateral and the Administration has not 
established a firm rule as to the necessary security. Applicants are expected to 
pledge such collateral as they can furnish. However, primary consideration is 
given to intangible factors such as the applicant’s business reputation in the 
community, and whether there exists a reasonable prospect that the loan will 
be repaid. 

Responsibility is placed upon the applicant to furnish proof of the extent to 
which his business has been injured by drought conditions. There exist many 
factors which are found to cause injury to such businesses. Therefore, each 
case is judged on its own merits. Of primary significance are, of course, finan- 
cial and operating statements demonstrating the financial condition and operat- 
ing results preceding and after the effects of the drought. SBA accepts, as 
indications of economic injury, evidence of a larger than normal volume of 
receivables, lower sales value, slow inventory turnover, development of delin- 
quencies in trade payables and current accruals. 

The amount of the loan to be granted is determined by the needs of the appli- 
eant in fulfilling his requirements for working capital for continued operation 
after effecting all possible economies. Where there is no substantial loss of 
business, but the injury stems from working capital frozen in accounts receivable, 
the amount of the loan is limited to a percentage of the net amount of those 
receivables. 

Use of proceeds of the loan is restricted solely to those uses which effect relief 
from the injury actually attributable to drought conditions. Thus, in the usual 
case, the proceeds are used for working capital. However, refinancing of debts 
on which delinquencies are directly attributable to the drought are considered 
eligible. No loans are approved for expansion of facilities. 

(b) Every effort has been made by SBA to utilize to the fullest extent possible 
the services of local banks in the drought program. In many cases, these banks 
have, as a community service, acted as representatives of this Administration 
for accepting loan applications and have supplied credit information otherwise 
unavailable to SBA. This arrangement has made it unnecessary for SBA to 
establish disaster field offices in drought areas and has freed SBA personnel for 
other duties. 


It would appear from the small degree of activity in this drought-disaster pro- 


gram that the banks in the disaster areas are, in most instances, able to provide. 


adequately for the needs of their customers. 

(c) Our experience to date in this disaster program can perhaps best be 
demonstrated by the following schedule of drought disaster activities from in- 
ception of the program to April 16, 1956: 











Number Amount 
I II ioe £50k Col ec cncendbucecdnceuerdbedes ebtasebens 64 | $1, 927, 414 
Loans approved: 
Re eh Ek hein kent eae aaa toon 21 645, 414 
COU 25, dae a abate «yp enckieeanenteseiace 5 | 201, 095 
SI CNN 6 ook nina kmanminbaeneesminies ied vadinndastioniie 1) 28, 000 
0 BRL IT Se a a ee ie oe te 27 | 874, 509 
NG aici conn bed dis apndidibinnppscunienwins ween ciate, ti 25 | 590, 000 
es nae nck basman SeReEnnee akkennh cian haakes t 62, 500 
ee EY IN ooo oud cctds ccna cbewbdocnqebendeebus 8 208, 000 








At the time the authority to make drought disaster loans became effective, 
1,323 counties in 20 States had been declared disaster areas by either the 
President or the Secretary of Agriculture. As of April 16, 1956, SBA received 
only 64 applications for loans under this program; 25 had been declined, 27 


ae 


approved, 4 withdrawn and 8 applications were still pending. On the applica- 
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tions which were declined, it appeared that poor management was the principal 
cause of the applicant’s difficulties rather than drought and it seemed improb- 
able that the tirm would be able to make sutlicient profits to repay the loan 
requested. 

We do not believe we have had sufficient experience under the drought dis 
aster program upon which to base recommendations for statutory changes which 
would more clearly outline the criteria for drought loans. In several instances, 
the flexibility provided by the present wording of the statute has enabled us 
to make loans which have unquestionably benefited a business in distress 
because of the drought conditions in the area over a period of years. Based 
on our experience to date, we conclude that where competent management 
ability is present and there is a prospect that the tactors which caused the 
economic distress will be removed, disaster loans appear to be a practical 
method of preserving the victims of certain economic distortions, but we would 
prefer to gain more experience before making specific recommendations in 
connection with the drought disaster loan program. 

3. A column by Miss Sylvia Porter, relating to small business, which appeared 
in the April 16, 1956 issue of the Washington Bvening Star, was inserted in 
the record and SBA was offered an opportunity to submit its views on this 
article. 

We believe that the record of the hearings and the Small Business Adminis 
tration’s fifth Semiannual Report clearly state our views on the matters covered 
in Miss Porter’s column. 

4. SBA was requested to supply information relating to small business credit. 
Specifically, this Agency was asked whether small business is carrying a larger 
percentage of consumer* credit than big business and operating more on credit 
than big business. 

This question cannot be answered categorically. Pending a more detailed 
study of the problem, it is our observation that in certain business lines the 
smaller concerns tend to extend more credit to the consumer than the larger 
concerns. A typical example is the small retail grocer as contrasted with the 
chain retailer. On the other hand, this comparison may not hold true in the 
case of other businesses such as department stores. Insofar as direct credit 
to the small firm is concerned, it appears true that small business is financed 
by its suppliers to a greater extent than large concerns. 

The fifth Semiannual Report of the Small Business Administration indi- 
eated on p. 13 that small manufacturers are compelled to rely, relatively speak- 
ing, more on their creditors than on short-term loans. Thus, smaller corpora- 
tions with total assets of $250,000 to $1 million at the end of 1954 financed 
18.7 percent of their total assets either through notes and accounts payable 
or through banknotes payable within 1 year. This may be contrasted with the 
largest corporations, those with $100 million or more of total assets, who 
financed only 8.1 percent of their total assets in this manner. 

We have examined the record of the hearings and believe that with the fore 
going information we have furnished the Committee with the information 
requested. If you desire additional material or comments, please advise us 
and we will furnish it as rapidly as possible. 

Sincerely yours, 
WENDELL B. Barnes, Administrator 

In the light of developments to date on the nickel shortage and 
its impact on small business, it was concluded that this committee 
could best discharge its responsibilities through a series of hearings 
designed to develop the total picture on the supply and distribution 
of nondefense nickel. Accor dingly, we have se heduled hearings today 
and tomorrow in which we plan to hear from all segments of the 
industry, from the small job-platers to the primary producers. 

I should like to emphasize at the outset of these hearings that we are 
concerned with nondefense nickel. Our inquiries have not raised any 
serious problems relative to stockpiling of nickel nor with respect to 
the distribution of nickel for defense production, except as to the 

“self-certification” system which we shall examine in due course here 
today. It is my hope, therefore, that we shall be able to avoid refer- 
ence to classified data regarding nickel for the stockpile and defense 
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production. We feel that all parties having an interest in this very 
vital subject ae be able to hear all testimony in open session, and 
it will therefore be our endeavor to keep these hearings open until 
the last witness has completed his testimony. 

Our first witness this morning is Mr. John Palik, Jr., president of 
the National Plating Corp., of Cleveland, Ohio. 

Mr. Palik, will you come forward ¢ 

Mr. Paix. Yes, sir. 

The Cuairman. Mr. Palik, let me ask you, do you have a prepared 
statement ? 

Mr. Patix. Yes, sir. 

The Cuamman. Do you have copies of i it? 

Mr. Park. No; I wasn’t able to get them. 

The Cuatrman. Thatallright. Just havea seat. 

I wonder if you would sit where all the members up here can see you. 


STATEMENT OF JOHN PALIK, JR., PRESIDENT, NATIONAL PLATING 
CORP., CLEVELAND, OHIO, AND PRESIDENT OF THE NATIONAL 
ASSOCIATION OF METAL FINISHERS 


The Cratrman. Mr. Palik, before you give ts your statement, it 
is our understanding that your statement is really more or less in the 
form of asummary or statement of conclusions. 

Let me ask you some general questions, and then I shall ask the 
members of the staff to also ask questions. 

First, for the purposes of the reporter, would you state your name 
and your business connection ? 

Mr. Paix. My name is John Palik, Jr., president of the National 
Association of Metal Finishers, also president of the National Plating 
Corp., in Cleveland, Ohio. 

The CuatrMan. Is your home Dayton; is that your address? 

Mr. Patrik. Cleveland, Ohio. 

The CHatrMan. Give the street address, please. 

Mr. Paix. 2790 Grand Avenue, Cleveland 4, Ohio. 

The CuHatrmMan. How long has your company been in business? 

Mr. Paix. Ten years. 

The CuHatrman. Now, you say you are president of the association. 
Do you also operate a business? 

Mr. Paurx. Yes, sir. 

The Cuarrman. What is your business / 

Mr. Park. Electroplating, a job- shop owner. 

The Cuarrman. Job-shop owner in the electroplating business ? 

Mr. Paurg. That’s right. 

The Cramman. How long has your company been in business ? 

Mr. Parrx. Ten years. 

The Cuamrrman. How many people do you employ / 

Mr. Partrx. Approximately 30. 

The Cuarrman. How many customers do you serve ¢ 

Mr. Patrx. From 50 to 75. 

The CuatrmMan. Are your customers small or large concerns? 


Mr. Parrx. Comparatively small. The largest would be about 300 
employees. 








| 
| 
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The Cuamman. Would you state your experience in obtaining 
nickel for nondefense production, from and including 1949 to date 

Mr. Paik. In 1949 we received 5,539 pounds of nickel anodes ; in 
1950 we received 11,088 pounds; in 1951 we received 4,737 pounds; 
in 1952 we received 3,894 pounds; in 1953 we received 5,362 pounds; 
in 1954 we received 4,802 pounds; and in 1955, 4,707 Saas 

In 1956, to date, ae May, we received 1,885 pounds. Of that 
1,885 pounds, 441 pounds is premium nickel, no gray-market nickel, 
premium nickel. 

The Cuaimrman. Let me ask: Who supplies you with nickel ¢ 

Mr. Patrik. McGean Chemical Co., Cleveland, Ohio. 

The Cuatrman. Do you know what you are entitled to receive from 
your supplier, and if so, the amount to which you are entitled / 

Mr. Paik. We have been told, according to our base period, which 
is based on the first 6 months of 1950, our alloc: ation is approximately 
20 to 25 percent at present, and that’s all we are receiving. 

The CuarrmMan. Well, can you give us whi at that amount would be 
in pounds ¢ 

Mr. Paix. It would amount to approximately 200 pounds a month 
now. 

The CHairman. You mean you are entitled to receive 200 pounds 
a month, or you are receiving it ? 

Mr. Pauik. We are receiving 200 pounds a month. 

The CHarmMan. You said, ace uehlling to your base period, you were. 

Mr. Parrk. In our base period, in 1950, if it was 1,000 pounds per 
month, according to the allocation setup today, we are only receiving 
200 pounds, or 20 percent. 

The CuamrmMan. Have you ever had to buy premium-price nickel 
in order to stay in production / 

Mr. Park. By that I assume you mean gray-market nickel, which 
is the $3 a pound ‘nickel. 

The CuarrmMan. It requires an additional price ? 

Mr. Partk. No, we have not done that. I refuse to buy the gray- 
market nickel. 

The Cuamman. A while ago you referred to 441 pounds being 
premium. You did not intend that to be premium price or extra 
price—that wasa premium quality ; is that right! : 

Mr. Park. That is a nickel that the Government obtained for us 
at $1.36 a pound, instead of the going market of ninety-some cents, 
or 96 cents per pound. 

The Carman. What are your present requirements for nickel? 

Mr. Parrk. Well, my present requirements, provided I would have 
taken in all the business that National Plating Corp. could have 
taken in, we could have used 1,000 pounds per month. 

The CuarrmMan. Have you tried to get al that you could ? 

Mr. Patrik. Yes, and all we can get is just what the supplier would 
give us. 

Mr. Opom. You just have one supplier of nickel, that is, McGean 
Chemical ? 

Mr. Patrik. McGean Chemical Co. 

Mr. Ovom. You mentioned the allocation system. How is that 
allocation established? Who establishes it, as far as your informa- 
tion is concerned ? 
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Mr. Park. As far as my information is concerned, it was my under- 
standing that International Nickel established that allocation period. 

Mr. Opom. Is that what your supplier told you ! 

Mr. Patrx. No. Our supplier did not tell us that. That question 
[ would like to refer to Silvio Taormina, who is our technical adviser, 
and has that information at hand for you. 

Mr. Opom. Then, you don’t have any first-hand knowledge? 

Mr. Pauix. No, I don’t. 

Mr. Opom. Your supplier has told you that you are entitled to 20 
percent 

Mr. Parix. No. 

Mr. Opom. You just understand it—is that correct? 

Mr. Paurx. No. We receive letters each month that, based on the 
present amount of nickel that the supplier is going to receive, we 
will only be able to furnish you X pounds. 

Mr. Ovom. In other words, your supplier tells you that you will 
be furnished only certain amounts? 

Mr. Parix. Each month we receive a letter. 

Mr. Opom. Your supplier has never told you just what your en- 
titlement is? 

Mr. Park. That’s correct. 

Mr. Ovom. So when you refer to a base period and a certain percent 
of that base period, you refer to some information that had been given 
to you by another member of the industry, the job-shop plating indus- 
try ¢ 

Mr. Paurx. Yes. 

Mr. Noone. Mr. Palik, you stated that your company could handle 
a greatly increased amount of business if you could get the nickel. 

Mr. Paik. That’s right. 

Mr. Noone. To whom do your customers go for their plating if you 
-annot handle it ? 

Mr. Pauik. Well, they go to a larger company who has a lot more 
money than I have, and goes and buys nickel on the gray market. 

Mr. Noone. Have you had the experience of your customers in- 
stalling their own plating facilities? 

Mr. Panik. Yes: I have that experience underway at present. 

Mr. Noonr. Do you know how they accomplish that, in the face 
of the nickel shortages? How can they install new equipment and 
start up a new plating operation, in the face of the shortages ? 

Mr. Paik. That is the $64 question. I would like to know that, 
too, and I think we all would. 

Mr. Opnom. What recommendations do you have for the Senators? 
I understand you have a prepared statement. 

Mr. Pauix. I should like to read my statement to you, gentlemen, 
just some of the thoughts that I have to bring to you. 

Speaking as a job-shop owner, and president of the National Asso- 
ciation of Metal Finishers, I should like to make the following state- 
ment: 

Under the present circumstances, we do not know where we stand, 
and we feel we are not getting a fair distribution. Our own ex- 
perience as job-shop platers clearly indicates to us that we are not 
getting an equitable share of the available supply of civilian nickel. 

I think it would be at least reassuring to all the independent job- 
shop platers in this country if our nickel suppliers—U dylite, Harshaw 
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Chemical, McGean Chemical, Hanson Van Winkle, and the others 
would come right out and tell us what they have to distribute in the 
way of civilian nickel, and how they distribute it to the job-shop 
platers and the captive shops. 

These latter plating shops are those ewned by manufacturers, such 
as automotive, appliance, and stamping companies. 

Figures published by the Department of Commerce and other 
cies, on nickel! supplies, are misleading, because they lump bot h Sob 
shop platers and captive shops in one industry ¢ alled the electro 
plating industry. 

There are m: iny indications that the suppliers are favoring the cap 
tive shops. We may be wrong about this, but we are anxious to be 
shown what the true facts are, and we think the best way to accom 
plish this would be for the suppliers to publish the statistics on 
nickel supplies, which would distinguish between job-shop platers and 
the captive shops. 

As president of the National Association of Metal Finishers, | 
know the job-shop platers are working precariously close to the 
break-even point on their nickel supply, and unless they obtain relief 
within the next few months, many of our industries will be forced 
out of business. 

As another observation, I can point out that our business is stunted 
because of the nickel shortage. We cannot grow, and yet we must 
grow to offset increasing overhead costs, and the lifeblood of our busi 
ness is nickel. 

Throughout the country there has been a wave of nickel thefts. In 
the Cleveland area alone, duri ing the last month or two, a number of 
job-shop plating companies have been broken into and nickel stolen 
right out of the nickel tanks. 

This shows just how desperate the nickel situation is to us, that 
thieves and racketeers are stealing it, knowing that it commands 
high price on the gray market, and can easily be disposed of. 

T would like to recommend that C ongress put into effect, as soon 
as possible, a law whereby a very severe penalty be given to those wna | 
cuilty of stealing nickel and/or accepting such stolen nickel, suc! 
penalty being a substantial fine : ind a long term in prison. 

At this time, Mr. Senator, I should like, for the record, to turn 
over telegrams from job-shop platers in the Cleveland area, and else 
where. These are from the president of the American Electroplaters 
Society, and others, who were unable to be present and testify. 

I should like to present these for the record, if I may. 

The CuatrMan. That will be done, but let me see them, if I may. 

(The telegrams referred to are as follows) : , 


sl 


ExHInIT No. 2 


CLEVELAND, OutIo, May 29, 1956 


JOHN PALIK, 
Care Carlton Hotel, Washington, D. C.: 
You may use this information as you see fit to present our case in regard 
to the nickel situation. We started business in 1939 and grew steadily until 
1952. In 1949 and 1950 we employed 70 to SO people in two shifts. When nickel 
became short we cut back to one shift with 35 employees. In 1949 we 
15,000 pounds of nickel and 1950 we used 12,700 pounds. Our present nickel 
allocation got us 474 pounds of nickel last month. At this rate we must pur 
chase additional nickel in order to keep even one shift operating. The price 


used 
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of this additional nickel pushes our operating costs so high that we must con- 
tinue on only one shift operation. Our inability to grow with our largest cus- 
tomer has forced them to put in their own plating installation. The loss of 
this customer now threatens our existence. 

THE MANUFACTURERS PLATING Co., 

W. J. Hiceins, Treasurer. 


Des Moines, lowa, May 28, 1956. 
JOHN PALICK, 
Carlton Hotel, Washington, D. C.: 


The American Electroplaters Society, with 7,000 of the industries, technical 
and operating personnel as members, vigorously protests the present unfair 
method of allocating nickel. We urge an investigation of the basis for the 
present allocation. 


CLyvE Ketty, President. 


CLEVELAND, Ont0, May 29, 1956. 
JOHN PALIK, Jr., 


Carlton Hotel, Washington, D. C.: 

Our base period nickel is first 6 months 1950 when we received 2,300 pounds 
per month and employed 52 people. Last 3 months received average of 381 
pounds at regular price and employed 49 people. Forced to purchase 1,610 
pounds monthly of premium nickel. Our company has been in business since 
1932. 

ApvANCE Pratine Co., 
L. N. Exicxer, President. 


CLEVELAND, OH10, May 29, 1956. 
JOHN PALIK, 


Care, Carlton Hotel, Washington, D. C.: 

Our nickel base period totals 10,971 pounds, our allocated nickel receipts 
averaging 2,600 pounds, our consumption in excess of 10,000 pounds difference 
purchased wherever we can get it at holdup prices. 

Mera FINisHeErs, INC. 
V. R. Sursak. 


CLEVELAND, OHIO, May 29, 1956. 
JOHN PALIK, 


Carlton Hotel, Washington, D. C.: 

Acme plating, Cleveland, founded 1935. In base period 1950 receiving 907 
pounds nickel anodes monthly and employing thirty people. Currently receiving 
135 pounds nickel anodes monthly and employing 25 at present. Monthly sales 
down approximately 10 percent from 1950. Wages today about 35 percent higher. 
Materials, except nickel, anodes about 30 percent more. Regular nickel up about 
60 percent and premium nickel as much as 500 percent higher. 

THE AcME PLATING Co., 
K. W. McCrea, Manager. 

The Cuarrman. Is there anything further? 

Mr. Opvom. I have a question. 

The Cuarrman. Go ahead. 

Mr. Ovom. Your supply is from MeGean Chemical Co. Now, Me- 
Gean gets its supplies from Inco; is that correct? 

Mr. Pau. As far as I know, that’s correct. 

Mr. Opvom. Have you tried any other suppliers, other than McGean, 
to supply you with nickel? 

Mr. Paurx. No, we haven't. 
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Mr. Opom. What do you expect—from your knowledge of the indus- 
try and your conversations with other members in the indus try—the 
answer to be, if you went to one of these other suppliers ! 

Mr. Paix. They would say, “Well, we don’t have the nickel 
give you; we only receive a certain amount of nickel, and that’s it, 
We don’t have any to spare.” 

Mr. Opom. You have not purchased from them back there in the 
base period ? 

Mr. Pauik. That is correct. 

Mr. Opom. And they supply only 

Mr. Paxik. Just those wip have been buying from them during the 
base period. 

Mr. Ovom. So then, the only supplier that you can go to with a rea 
sonable expectation of getting nidlonl is McGean Chemical 4 

Mr. Patrik. Whom we were buying from in 1950. 

Mr. Opom. You mentioned captive shops vis-a-vis job shops. What 
is a captive shop, according to your definition ¢ 

Mr. Pauik. | explain that in my statement. A captive shop is a 
manufacturer who has a plating department. We are not manufac 
turers; we are a service organization—or service companies. 

Mr. Opom. You mentioned premium-priced nickel, gray-market 
nickel, and nickel from regular sources—domestic-priced nickel. 
What do you mean when you say “premium-priced nickel 

Mr. Panik. Premium nickel is nickel that we pay about 36 cents a 
pound more for than we ordinarily should pay. 

Mr. Opom. Whom do you get that from 4 

Mr. Panik. From McGean Chemical, our regular supplier. 

Mr. Opvom. This gray-market nickel that you refer to; what is that 
nickel ? 

Mr. Pauik. I don’t know where they get it, but we all have received 
notices from various companies saying: “We can supply you with X 

younds of nickel,” and when inquiries are made, the price is invariably 
$3 a pound. 

Mr. Ovom. From various companies? Do you mean Udylite, Me- 
Gean 

Mr. Pauix. No, no. These are companies— 

Mr. Ovom. Brokerage-type companies / 

Mr. Pauik. That’s correct. 

The Cuarrman. [I want to ask you another question about that 
premium-priced nickel that you refer to, that you got from your regu- 
lar supplier. 

Why is that a premium price? You say it is about 36 cents a pound 
additional. 

Mr. Pauik. Yes. 

As far as I know, there is some nickel that was mined in Canada, 
and it had to go—it was not mined by International, and in order to 
have it refined properly, it was turned over to International Nickel, 
und International Nickel charged this extra money. Therefore, we 
have to pay the supplier that extra money for the refining. 

The Cuarrman. The point I wanted made clear in the record, if I 
understand it correctly, is that that premium price is a legitimate 
price / 

Mr. Pati. Oh, yes, that is a legitimate nickel; yes. 
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Mr. Ovom. For the record. What do you pay for the regular re- 
fined nickel ? 

Mr. Paurx. I think it’s approximately 96 or 97 cents a pound. 

Off the record, I might say 

The Cuarrman. Wait a minute. We don’t have anything off the 
record; this is a wide-open meeting. 

Mr. Panik. On the record: If all nickel would be pegged at $1.40 
a pound, I think we would get all we needed. 

The Cuamman. Thank you very much, Mr. Palik. 

Mr. Pauix. You are welcome. 

The Cuairrman. Mr. George K. Shroyer. 

Do you have a prepared statement there? 

Mr. Suroyrer. I do not. 

The Cuatrman. Will you be seated, and for the benefit of the rec- 
ord give your name, business connection, and your address, to the 
reporter. 





STATEMENT OF GEORGE K. SHROYER, PRESIDENT, KISER PLATING 
CO., MUNCIE, IND. 


Mr. Surorer. My name is George K. Shroyer. My address is Mun- 
cie, Ind.; 4012 East Howard Street is my business address. I am 
president of the Kiser Plating Co., Inc., in Muncie. 

The CHarrman. Do you want to make a statement, or would you 

‘ather we ask you questions ? 

Mr. Suroyer. | would rather that you would ask me questions. 

The Cyatrman. All right. I will ask Mr. Odom, the counsel, to 
ask the questions. 

Mr. Opom. What is the name of your firm; the Kiser Plating Co. ! 

Mr. Suroyer. That’s right. 

Mr. Ovom. Mr. Shroyer, how long have you been in business now ! 

Mr. Surorer. I purchased the Kiser Co. in 1949. 

Mr. Opom. Some 6 or 7 years ¢ 

Mr. Surorer. Right. 

Mr. Ovom. And the company was established, though, in 1891? 

Mr. Surorer. The company was established in 1891. 

Mr. Opom. And you purchased it in 

Mr. Suroyrer. 1949. 

Mr. Opom. How many people do you employ ? 

Mr. Suroyrer. Normally, we employ 30 to 35 people. 

Mr. Ovom. When you say “normally,” is this a normal period? 
Are you employing 30 or 35 people at the present time ? 

Mr. SuHroyer. At the moment, no. We have approximately 25 
people, we have had to lay off, sir. 

Mr. Opom. When was that layoff; recently ? 

Mr. Suroyer. This layoff has been since Automotive has reduced 
their schedules some 25 percent. 

Mr. Opom. How many customers do you ordinarily serve? 

Mr. Suroyer. We serve some 70 to 75. 

Mr. Opvom. Are they generally large or small concerns? 

Mr. Suroyer. The bulk of them are small concerns. A few of them 
are large concerns. 

Mr. Opom. What has been your experience in obtaining nickel for 
nondefense production since—or, from 1949, to date ? 
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Mr. Suroyer. Are you asking for statistics; that is, the amount 
that I have received; are you asking for the amount that | have 
received ¢ 

Mr. Opom. Yes, sir. 

Mr. Suroyer. In 1949, I received 1,906 pounds; in 1950, [ received 
3.643 pounds; in 1951, I received 6,062 pounds; in 1952, I received 
4.545 pounds; in 1953, I received 1446 pounds; in 1954, I received 
none; in 1955, I received 988 pounds; in 1956, 538 pounds, 

Mr. Ovom. Who is your supplier of nickel 

Mr. Suroyer. Harshaw Chemical Co. 

Mr. Opom. Has Harshaw Chemical Co. supplied you with nickel 
since 1949 ¢ 

Mr. Suroyver. They have. 

Mr. Ovom. And you have no other supplier of nickel, referring 
now to this domestic priced nickel ¢ 

Mr. Suroyer. I do not have. 

Mr. Onom. Now, do you know what your entitlement is—and we 
have heard here about the entitlement allocation—do you know what 
your allocation of nickel is by your supplier, and what it amounts to 
und how it is arrived at 

Mr. Suroyer. That is a question which, to get the percentage of 
nickel that I’m entitled to, the supplier has never been able to furnish 
me with that information. 

Mr. Ovom. Well, have you asked your supplier for that infor 
mation ¢ 

Mr. Suroyer. I have asked him for that information. 

Mr. Opom. And what does he tell you when you do, generally / 

Mr. Surorer. He is not able to define that percentage of my allot- 
ment that Iam to get. He cannot define it. It has not been pinned 
down. 

Mr. Opom. Has he attempted to define it / 

Mr. Suroyer. I have not used any means or pressure to make him 
define exactly; I have asked him what, so that I could figure each 
month, what I should get, but I have not exerted pressure in that 
direction. 

Mr. Opom. Did he tell you you were entitled to an equitable share 
of nickel ? 

Mr. Surorer. He tells me that I am getting my share of nickel. 

Mr. Ovom. Have you ever had to buy any of this premium price, 
or gray-market nickel, to stay in production 

Mr. Snover. I have purchased, in the last few months, premium 
priced nickel, which is in the $1.36 category. 

Mr. Opom. Have you purchased any gray-market nickel, which is 
in the $3 category ¢ 

Mr. Suroyer. I have not, but I will be forced to by the 15th of July. 

Mr. Opom. How much of this $1.36 nickel have you purchased 
within the last 12 months ¢ 

Mr. Suroyer. Within the last 12 months I have purchased approxi 
mately 600 pounds. 

Mr. Opom. As compared to your total delivery: what has been your 
total delivery over that period of time 

Mr. Suroyver. Well, in 1956 we would add the 600 pounds to 538 
pounds, 
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Mr. Onom. So you have got there approximately 1,200 pounds of 
nickel, and 600 of that has been this $1.36 nickel as compared to the 
98-cent nickel ¢ 

Mr. Suroyer. Right. 

Mr. Opom. What are your present requirements for nickel as com- 
pared to the supply—your supply ? 

Mr. Suroyer. The commitments that I have made for next year 
for new model production—we have carefully checked our surface 
areas and we carefully checked usage, by weighing individual anodes, 
and we find that we will have to have, starting immediately, we will 
have to have some place between 6,000 and 7,000 pounds to carry us 
on fora period of 10 to 11 months. 

Mr. Ovom. Now, this is nondefense we are talking about ? 

Mr. Suroyer. This is all nondefense. 

Mr. Opom. Six to seven thousand pounds of nickel over the next 
11 months? 

Mr. Surorer. Ten- to eleven-month period: which we feel would 
carry us through with what commitments we have made so far, but 
there is still new business that we are working on. 

Mr. Opvom. The last time you got 6,000 pounds of nickel in any 
12-month period was in 1951; is that correct ? 

Mr. Suroyer. Right. 

Mr. Ovom. Your prospects of getting 6,000 pounds of nickel in 
1956-57 on the domestic non-premium-price market from your sup- 
plier are rather dim; would you say that ? 

Mr. Suroyer. Definitely ; that is why I am here. 

Mr. Noone. Mr. Shroyer, I note that you received just about 1,906 
pounds in 1949 and some 3,600 in 1950. What was your base period ? 

Mr. Suroyer. I am told my base period is 3,645. 

Mr. Noone. So that the share to which you ought to be entitled is 
some percentage of 3,643: is that correct ? 

Mr. Suroyer. That’s the way my letter reads from Harshaw; yes. 

Mr. Noone. Well then, can you explain how you received 6,000 in 
1951 and 4,500 in 1952, both quantities in excess of the total you used 
in vour base period ? 

Mr. Suroyer. My explanation for that is that we had what is known 
in the plating industry as scrap anodes, which are short pieces. At 
the time we had a difficult part that we were plating, and that we 
could not use those scrap anodes, so I sent those scrap anodes to 
Harshaw to be converted into chemicals which we were short of. They 
converted those anodes into salts and chlorides. 

Mr. Noone. Do you know what portion, then, of your 1951 and 
1952 supply was made up from that source, namely, the conversion 
of the partly used anodes? 

Mr. Suroyrer. I am not prepared to give you that. I don’t have 
those figures with me. 

Mr. Noone. Would you say that it accounts for a substantial por- 
tion of the supplies you got in 1951 and 1952? 

Mr. Surorer. Definitely. 

The CHarrman. Let me ask you this: You referred to your letter 
from Harshaw. Do you have that letter with you? 
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Mr. Suroyer. I do. 

The Cuarrman. I wonder if you would let me see the letter.’ 

Mr. Suroyrer. I will be glad to. 

The Cuatrrman. I think we ought to get it in the record somewhere 
along the line; we may be planning to get it in later, letters to show 
just how the alotments are made.2* 

My understanding is that it is a voluntary policing by the indestry. 
Is that your understanding ? 

Mr. Suroyer. Right. I understand that the chemical companies 
promised to give us all the available nickel they can. 

The CuarrmMan. Do you understand that the system described in 
this letter from Harshaw Chemical Co. is the system that is used gen 
erally by the suppliers ? 

Mr. Suroyer. That I would not be able to say, because I have not 
talked to other suppliers, knowing that I had no allotment. 

The CHarrMan. May I ask members of the staff: Would it be shown 
by the supphers when they are here / 

Mr. Noone. I believe the suppliers will testify to that, and also 
representatives of the Department of Commerce will be here and they 
will testify that that system is generally used by all suppliers. 

The CHatRMAN. It seems to me it might be well to include in the 
record this letter from the Harshaw Chemical Co., addressed to Mr. 
Shroyer and furthermore, to include letters from the various — 
addressed to the witnesses who appear here, if they are available. 

Mr. Palik, did you by any chance have a copy of a letter from your 
supplier / 

Mr. Panik. Senator, I don’t have that, but I should like to mail a 
number of them to you, if I may. 

The Cuarrman. A number? 

Mr. Panik. Each month we receive one. 

The CrarrMan. What is that? 

Mr. Paurk. We receive a letter each month, and I can send you 
letters for the last 12 months. 

The Cuatrman. What I am refering to is the letter from your one 
supplier-—— 

Mr. Paik. That is correct. 

The CHamrRMAN (continuing). Setting forth the basis upon which 
it is limiting the supply to you. That is the kind Mr. Shroyer is 
presenting here. 

Mr. Paxix. I don’t have one with me. 

The CuarrmMan. Would you supply us with a copy when you go 
back home? 

Mr. Paik. I would be very happy to. 


2 See exhibit No. 3, p. 16. 
2a See exhibit No. 4, p. 17. 
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(The letter referred to follows:) 
ExuIbIr No. 3 


THE HIARSHAW CHEMICAL Co., 


Cleveland, Ohio, April 25, 1956 
Mr. GEORGE K. SHROYER, 


Care of Kiser Plating Co., Inc., Muncie, Ind. 


DEAR Mr. SHROYER: We have your letter of April 16 addressed to Mr. W. P 
Foote; we shall attempt, to the best of our ability, to answer the questions you 
have raised. 

1. You raise the question as to whether a purchase of nickel anodes in January 
1951 entitled you to‘an allotment. Our allocation to our customers is based 
upon his highest purchases in any one of the following periods : 

(a) January—June 1949. 
(b) July-December 1949. 
(c) January—June 1950. 

Therefore, a purchase in January 1951 is not included. 

2. The three base periods you mention in your letter are the ones we are 
currently using to distribute nickel to our customers. The reason these three 
periods are used is that they were the ones set up by the Government during 
the operation of NPA and complete customer information is available for these 
periods. 

3. Your purchases during the January—June 1949 period were 1,906 pounds 
During the July-December 1949 period purchases were 328 pounds, and in the 
January—June 1950 period—3,648 pounds. These figures are all on the basis of 
nickel. The January-June 1950 period is the highest, and, therefore, this has 
been the basis for your allocations from Harshaw. 

4. The amount of nickel that we allocate in any given 
dependent upon our receipts during that month. The 
considerably from one month to another. 

5. We are not required by law to supply nickel to those customers who pur- 
chased from us during the base period. When the 


Government turned the 
allocation of nickel over to industry, back in 1953, they did so with industry's 


assurance that the available nickel would be distributed equitably to the various 
nickel-consuming industries. 

6. In general, all of our customers receive their nickel allocations on the 
basis of their purchases during the highest of the three base periods mentioned 
above. There are a few exceptions to this as we have continued to acknowledge 


some base periods that were established by the NPA during the time that they 
had control. 


es 


month is entirely 
percentage will vary 


We do not supply nickel or nickel chemicals to any customers that I know 
of who are not using it in direct processing other than to a few resellers who 
have handled our materials for a number of years. 

As explained in No. 4 of the foregoing, the amount of nickel that is supplied 
in any given month is dependent upon the amount of nickel we receive during 
that month. There is no distinction made by us between job platers and captive 
plating operations so the extent that an allocation percentage would vary fron 
one month to the next would remain the same for the job plater and the captive 
plating operation. 

We do not have any information available to us with regard to the percent 
of base period that the stainless-steel industry are receiving. 

Hoping that the above is the information you desire. 

Very truly yours, 


C. WALDER PARKE, 
Assistant Division Manager 
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(Following are letters subsequently supplied by Mr. Palik.) 


Exutpir No. 4 


NATIONAL ASSOCIATION OF METAL FINISHERS, 
Cleveland, Ohio, June 1, 1956 
UNITED STATES SENATE SELECT COMMITTEE ON SMALL BUSINESS, 
Washington, D. C. 
(Attention Mr. Walter B. Stults, staff director.) 

GENTLEMEN: I was asked to send you letters that we receive from McGean 
(Chemical Co. in regard to nickel shipments we receive from them each month 
This request was made during my testimony by 
situation on Wednesday morning, May 30, 1956 

Enclosed herewith are letters we received from McGean Chemical Co. of Cleve 
land, Ohio, regarding nickel shipments from January through May 1956 

Yours very truly, 


your committee on the nickel 


JOHN PALik, Jr., President 


THE McoGEAN CHEMICAL Co., 


Cleveland 15, Ohio, January 3, 1956. 
NATIONAL PLATING CORP., 


Clevelund 4, Ohio. 
(Attention Mr. John VPalik, Jr.) 


NICKEL PRODUCTS FOR JANUARY 


GENTLEMEN : This month we shall be able to furnish the following materials: 

Letter of November 25, 1955: 379 pounds nickel anodes; 500 pounds nickel 
sulfate. 

Our quota of nickel has been reduced about 11 percent in comparison with the 
amount of metal made available for December. We have reasonable assurance 
this cut will be replaced in February, so we are not decreasing your January 
allotment. However, if the anticipated replacement does not materialize next 
month, we shall be obliged to take appropriate action consistent with the quota 
of nickel alloted to us for February. 

Please send us your order for March nickel products by February 1. Thank 
vou for the business with which we are being favored. 

Yours very truly, 


rR. D. WeENDE! 


PHE McGEAN CHEMICAL Co., 


Cleveland, Ohio, January 31, 1956 
NATIONAL PLATING CORP., 


Cleveland, Ohio. 


NICKEL PRODUCTS FOR FEBRUARY 


GENTLEMEN: This month we shall be able to furnish the following materials: 

Order dated December 27; 288 pounds nickel anodes 36’’ ; 500 pounds nickel 
sulfate. 

In our letter of January 3, we informed you of a reduction in our quota 
of nickel for that month, which we felt reasonably sure would be replaced in 
February. We now learn this will not materialize, our allotment being the 
same as for January, sO we are now obliged to decrease February distribution 
of nickel anodes to compensate for the amount we were cut in January as well 
as for February. 

We anticipate being in a position to offer some premium-priced nickel anodes 
to you soon for February—March delivery. Such nickel will be made available 
to us at a price in excess of our normal cost. 

Please send us your order for April nickel products by March 1. Thank you 
for the business with which we are being favored. 

Your very truly, 


R. D. WENDEI 
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THE McGeANn CHEMICAL Co., 
Cleveland, Ohio, March 1, 1956 
NATIONAL PLATING CorP., 
Cleveland, Ohio. 
(Attention Mr. John Palik, Jr., president. ) 


NICKEL PRODUCTS FOR MARCH 


GENTLEMEN: This month we shall be able to furnish the following materials: 
Your order of January 25: 288 pounds nickel anodes; 500 pounds nickel 
sulfate. 
Thank you for the business with which we are being favored. 
Very truly yours, . 
R. D. WENDEL. 


THe McGEAN CHEMICAL Co., 
Cleveland 15, Ohio, Mareh 27, 1956 
NATIONAL PLATING Corp., 
Cleveland 4, Ohio. 
(Attention Mr. John Palik, Jr.) 

GENTLEMEN : Through the Government, some extra nickel is being made avail 
able to us at a premium price for distribution in the form of anodes to our cus- 
tomers. 

Your share of such nickel is 228 pounds, the price being $1.385 per pound, 
freight allowed, net 30—-1/2-10. 

If you desire to have us supply the above quantity, we must have your order 
in our hands by Tuesday, April 3. Any order received after that date cannot 
be considered and will not be filled. 

Very truly yours, 
P. M. SavaGe. 


THe McGEAN CHEMICAL Co., 
Cleveland, Ohio, April 5, 1956. 
NATIONAL PLATING Corp., 
Cleveland, Ohio. 
(Attention Mr. John Palik, Jr.) 


NICKEL PRODUCTS FOR JUNE 


GENTLEMEN : This month we shall be able to furnish the following materials: 
Your order No. — letter of February 24, 1956: 500 pounds nickel sulphate; 
228 pounds nickel anodes. 
Please send us your order for June nickel products by May 1. Thank you for 
the business with which we are being favored. 
Yours very truly, 
P. M. Savage, Secretary. 


THe McGrean CHEMICAL Co., 
Cleveland 15, Ohio, May 8, 1956. 
NATIONAL PLATING CorpP., 
Cleveland, Ohio. 
(Attention Mr. John Palik, Jr.) 


NICKEL PRODUCTS FOR MAY 


GENTLEMEN: This month we shall be able to furnish the following nraterials : 

Order dated March 27: 228 pounds nickel anodes; 500 pounds nickel sulfate. 

Within 2 weeks we anticipate being in a position to offer some premium-priced 
njckel anodes to you for May-June delivery. You will hear from us further on 
this subject as soon as possible. 

Please send us your order for July nickel products by June 1. Thank you for 
the business with which we are being favored. 

Very truly yours, 


P. M. Savage, Secretary. 





; 
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your name and business connection, and your address. 
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Tue McGean CHEMICAL Co., 


Cleveland Ohio. May 29, 1956 
NATIONAL PLATING COrRP., 


Cleveland, Ohio. 
(Attention Mr. John Palik, Jr.) 


NICKEL PRODUCTS FOR JUNE 


GENTLEMEN: This month we shall be able to furnish the 
Order dated April 25: 22S pounds nickel anodes ; 
sulfate. 
Please send us your order for August nickel products by July 1 Thank 
for the business with which we are being favored 
Very [ruly yours, 


following materials 
36 inches ; 500 pounds nickel 


P. M. SavaGce, Secretary 

The Cuarrman. We will be glad to have it, and get others 
go along. 

It seems to me, as we go through, we should get them, and then 
we could compare letters to see how it is working out, and, Mr. Shroyer, 
if we may place the letter in the record, we will be glad to do it; or, if 
you prefer to take it back with you and mail us a copy, we will use 
that; or the reporter can copy the letter and return it to you. 

Mr. Suroyer. Would you do that, the latter 

Mr. Noone. Have any of your customers mnstalled plating facilities, 
Mr. Shroyer, since 1950, to your knowledge? 

Mr. Suroyer. Yes, yes. 

Mr. Noone. Do you know where they purchased these plating facili- 
ties? Were they furnished them by your supplier? 

Mr. Suroyer. Harshaw Chemical Co., to my knowledge, does not 
furnish plating equipment, they furnish plating slpplies but not 
equipment. 

Mr. Noonr. Do you know of other plating suppliers who manufac- 
ture plating equipment ? 

Mr. Suroyer. Yes; Hanson-Van Winkle, Udylite Corp., Wagner 
Bros. 

Mr. Noone. To your knowledge, have your customers had some plat- 
ing facilities in operation since 19502 

Mr. Suroyer. Yes, they have been installed since 1950. 

Mr. Noone. Are these new plating facilities? 

Mr. Suroyer. Yes, they have installed new. 

Mr. Nooonr. Do you know where they get their nickel supply to 
operate those pation! 

Mr. Suroyer. I do not; I do not know. 

The Cuamman. Thank you very much, Mr. Shroyer. 

The next witness will be Mr. Mariano Ranno. 

Mr. Ranno, do you have a prepared statement, or do you prefer that 
we follow the same system of questioning? 

Mr. Ranno. I prefer the same system. 

The Cuamman. For the benefit of the record, give the 


- as Wwe 


reporter 


3 See exhibit No. 3, p. 16. See also exhibit No. 4, p. 17 
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STATEMENT OF MARIANO RANNO, PARTNER, IMPERIAL PLATING 
CO., BROOKLYN, N. Y. 


Mr. Ranno. Mariano Ranno, Imperial Plating Co., 100 Metropoli- 
tan Avenue, Brooklyn. 

The Cuairman. I will ask Mr. Odom or Mr. Noone, either one, to 
ask the questions. 

Mr. Opom. Mr. Ranno, how long has your company been in busi- 
ness ¢ 

Mr. Ranno. My company has been in business since 1910. 

Mr. Opom. How many people do you employ ? 

Mr. Ranno. Approximately 50 to 55. 

Mr. Opom. How many customers do you serve / 

Mr. Ranno. Approximately 100. 

Mr. Opom. Are your customers generally large or small in size ? 

Mr. Ranno. Mostly small. 

Mr. Opvom. Do you have available, and will you give us your sta- 
tistical experience with reference to the delivery of nickel to your shop 
since 1949 ? 

Mr. Ranno. 1949? 

Mr. Ovom. Nondefense. 

Mr. Ranno. Nondefense. 

In 1949, we received 39,000 pounds; in 1950, we received 24,900 
pounds; in 1951, 16,000 pounds; 1n 1952, 13,000 pounds; in 1953, 29,000 
pounds; in 1954, 26,000 pounds; in 1955, 22,500; and so far in 1956, 
8,600 pounds. 

Mr. Opvom. Now, is this nickel priced with the domestic prevailing 
price nickel, or does it include some premium-priced nickel, or gray- 
market nickel ? 

Mr. Ranno. It includes some premium nickel, but a very small 
amount. 

Mr. Opvom. That is the nickel which is produeed—— 

Mr. Ranno. That is the $1.36 material. 

Mr. Opom. Who is your supplier of nickel ? 

Mr. Ranno. At the present time, I have one supplier, that is the 
Udylite Corp. 

Mr. Ovom. Have you had in times past more than one supplier? 

Mr. Ranno. Yes. 

Mr. Opom. When was that, and what was the other supplier’s name? 

Mr. Ranno. Well, in 1949 I had Udylite and Bart-Messing. 

Mr. Opvom. And since 1949, though, Udylite has been your sole 
supplier of nickel ? 

Mr. Ranno. No. I have received nickel from other sources in 
between. I have received nickel from Harshaw at times, and also 
Bart-Messing, right through up until 1955. I only had one supplier, 
that was the Udylite Corp. 

Mr. Opom. Since 1955? 

Mr. Ranno. Yes. 

Mr. Opom. Now, is this 8,600 pounds that you received in 1956, suf- 
ficent to meet your requirements, reasonable requirements, for nickel ? 

Mr. Ranno. No, it is not. My requirement for nickel in an 8-hour 
period, for the full year, I would require 48,000 pounds of nickel. 
Mr. Opom. How do you determine your requirements ? 
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Mr. Ranno. Well, it is a very simple matter. I mean, scientifically 
we can take the amperage plus the gallonage that is hooked up to the 
tank, and for every thousand gallons and every thousand amperes, 
consume approximately 23 pounds of nic = a day, and just multiply 
that by the amount of inst: Susicos and amperes you have hooked up 
in your plant, and you can determine exa tly how much:nickel is used 
in any plant throughout the country. 

Mr. Opom. For every thousand amps, that is 23 

Mr. Ranno. Pounds of nickel, for every thousand gallons, 

Mr. Opom. Are you familiar with this allocation system that has 
been mentioned here today, Mr. Ranno / 

Mr. Ranno. Yes, I am. 

When Korea first started, the Government went on partial con- 
trols, as far as civilian is concerned, and oe, I don’t know who when 
I say “they,” I don’t know who they are—but they set up a system 
whereby they took the best 6 months’ period in 1949, or the first half of 
1950, and at that time you were to receive for your allocation 30 per- 
cent, approximately, of the amount that that 6 months’ period showed. 

Now, since they released and they took off the controls, it is my un 
derstanding, and I think it is mostly everyone’s understanding in the 
ane industry, that the suppliers or the prime suppliers were fol- 

owing this same pattern today. 

Mr. - OpoM. When you say it is your understanding, have you been 
advised as to that by your supplier, or any of these supplie rs? 

Mr. Ranno. I have been advised of that, but not in writing. 

Mr. Opvom. How do you mean, do you mean in conversation with 
sales representatives from these suppliers / 

Mr. Ranno. That’s right. 

Mr. Opom. They have discussed this allocation program with you 
you are specifically referring now to Udylite when you say you dis- 
cussed the allocation program—— 

Mr. Ranno. Udylite, Harshaw, Bart-Messing, all of them. They 
all tell us the same story, is 30 percent, we have a base period in that 
set. 

Mr. Opvom. Is that about what you have been receiving in 1956 and 
1955, 30 percent of the base period of 1950? 

Mr. Ranno. In 1955, I would say I received a little bit more than my 
base period. 

Mr. Opom. Well, about how much more than your entire base period, 
more than your 30 percent ? 

Mr. Ranno. More than 30 percent of my base period. 

Mr. Opom. What percent of your base period did you receive during 
that period ? 

Mr. Ranno. Oh, I would say maybe about 70 percent of it. 

Mr. Onom. Now, 1956, is it down closer to 30 percent now or ap 
proximately what is it ? 

Mr. Ranno. I would say right now it is running about 30 percent. 

Mr. Noonr. Mr. Ranno, have you had to curtail vour business for 
lack of nickel 

Mr. Ranno. Yes, I have had to. In fact, in 1955 I was in a posi- 
tion to take on some pretty big accounts which would have amounted 
to approximately $250,000 additional business, and I had to actually 
turn that business away because of the fact that I could not get nickel 
to supply the customer with the product. 
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Mr. Noone. Are you having that same experience in 1956? 

Mr. Ranno. Yes, lam. Iam having the same problem right now. 
In fact, I had to tell a man the other day, before I came down here, 
I couldn't do his job because I couldn’t get enough nickel to fulfill the 
orders. 

Mr. Noonr. And what is the volume of that business that you have 
had to turn away in 19564 

Mr. Kanno. Well, this 1 particular account amounts to approxi- 
mately $10,000 business a month, 

Mr. Noonr. Have you had the experience of your former customers 
installing plating facilities since 1950? 

Mr, Ranno. No: I personally have not. 

Mr. Noonr. Do you know of any independent manufacturers in your 
area who formerly subcontracted their plating work and who have 
installed plating facilities? 

Mr. Ranno. Well, I have been informed by another plater in the 
city that some customer of his actually went out and put in a plating 
plant of his own. 

Mr. Noone. Could you identify that customer ¢ 

Mr. Ranno. It is the Great Neck Saw. 

Mr. Noone. Great Neck Saw ? 

Mr. Ranno. Yes. 

Mr. Noone. Great Neck, Long Island, New York? 

Mr. Ranno. That’s right. 

Mr. Noone. Do you have any first-hand knowledge of that instal 
lation, its size or the volume of nickel that they would use? 

Mr. Ranno. No, I do not. 

Mr. Noonr. Do you have any idea as to the source of nickel for oper 
ating that facility ? 

Mr. Rawno. [ haven't that information. 

Mr. Noonr. That is all. 

The CHairman. Well, in this voluntary allocation of nickel sup- 
plies to users, I assume that there is a plan to take care of new business, 
businesses that may be just starting up, isn’t there, or do you know? 

Mr. Ranno. Well, we have had occasion to come down here to 
Washington before, and speak with the Commerce and BDSA, and we 
asked that same question, with the shortage of nickel how come these 
fellows are able to put in new installations. 

Well, the answer they gave us, after all they couldn’t curtail ex- 
pansion and new business, and fr aera: agree. 

The CHairman. Well, the reason I asked that question is because 
[ am a member of the committee that handles legislation pertaining 
to this, that is the Banking and Currency Committee. I helped write 
the Defense Production Act, following the outbreak of the Korean 
War, and at different times we have amended that act, and my recollec- 
tion is that we always tried to leave room in the act to take care of new 
businesses that might want to start up. I know it was always a diffi- 
cult problem. 

I suppose no one would advocate cutting off supplies so that it would 
stop any new business that might want to get started. 

I think the thing that we are concerned about is whether or not, 
taking those matters:all into consideration, there is .n equitable dis- 
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tribution among users, without the necessity of having to use the gray 


market. It seems to me that is the thing we really want to find out 
about. 

Do you know, of your own accord, shall IT say, any regular agree 
ments or underst: indings that have been made as between new bus! 


nesses starting up and the suppliers of nickel that there would be a 
diversion of nickel from their regular customers over to these ¢ 

Mr. Ranno. I would not know that. 

The Carman. A tie-in of some kind ¢ 

Mr. Ranno. I would not know that. 

The CHarrMan. You just do not know how they get their supply 
of nickel; do you? 

Mr. Ranno. No; I don’t. But I have a list of questions here which 
have been asked of me, and these are questions that everyone would 
like to have answered, which pertain to this particular situation. 

When you gentlemen are through questioning me about the regular 
stuff, L would like to ask these questions for the record. 

The Cuatrrman. We will be very glad to have you ask them now, 
and they may provoke some more questions from us, so suppose you 
go ahead and ask them for the record. 

Mr. Ranno. Well, the platers in the country asked these questions, 
and they asked that I submit them to this body. 

No. 1. What formula does Inco use to allocate nickel to the seven 
major diste ibutors to the nickel-plating industry ? 

No. 2. By whose authority has the 1949-50 equitable distribution 
pattern been determined as the guide for the distributing of nickel 
in 1955 and 1956? 

No. 3. A foundry can be started today and obtain 500 pounds of 
nickel a month allocation from International, or a recognized dis- 
tributor of the foundry industries. Why? Yet, the job-shop platers 
who started in business after 1950 are told they have a hunting license 
to get 100 pounds of nickel a month wherever they can. 

No. 4. Why are new developments of nickel being granted aid by 
Inco to further exploit the use of nickel, and by that we mean spe- 

cifically why should International say to proposed new developers 
of nickel-plating processes that the latter can look to them for help 
in developing those processes immediately ? 

No. 5. Why can so-called hardship cases be granted allocations of 
nickel supply because they are located in a so-called hardship area 
for employment, while the job-shop platers are laying off employees 
due to the lack of nickel? Why should new installations be granted 
this allocation ? 

In 1953 there were unlimited quantities of foreign nickel 

The Cuarrman. Is that another question ? 

Mr. Ranno. Yes. 

The Cuatrman. What is the question / 

Mr. Ranno. No. 6. 

The CuarrmMan. No. 6. 

Mr. Ranno. Yes. I will read the whole thing. 

No. 6. In 1953 there were unlimited quantities of foreign nickel 
sulphate and nickel chloride available at prices competitive “with the 
domestic market. Consequently, in view of the shortage of nickel, 
why should Inco have given the larger producers of nickel-salts nickel 
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to make nickel sulphate when nickel anodes were desperately needed ? 

The Cuarrman. Thank you for those questions. We shall cer- 

tainly see that they are propounded to some of the witnesses that will 

appear before us later on, and I suggest to the staff that they be sure 
to get a copy of them for use at the proper time. We could get them 
from the reporter. 

Mr. Noonr. Mr. Ranno, I would like to refer to some of your ques- 
tions and ask you for some further data. 

Question 3 referred to a foundry starting up an operation and re- 
ceiving an allocation of 500 pounds of nickel a month to start that 
operation. Do you know that that has occurred ? 

Mr. Ranno. Well, I personally do not know, but I have been asked 
these questions by different platers who do know, and if it is necessary 
to get that information, I suppose it can be gotten. 

Mr. Noone. I think before we put such a question to the people who 
ought to have the answers, we should have some more specific informa- 
tion as to where and when that type of incident has occurred. We 
will appreciate it if you could develop that information for us. 

Mr. Ranno. I will try to do that 

Mr. Noone. As quickly as possible. 

Your fourth question inferred that Inco has assured industry that 
if it can develop new methods and new processes or new uses for nickel, 
Inco will undertake to guarantee a supply of nickel. 

Do you know for a fact that that has occurred ? 

Mr. Ranno. I have to answer that the same way as I did the other. 
TI would have to check out the people who have presented these ques- 
tions and try to develop the facts for you. 

Mr. Noone. Well, again, in order for us to properly put the ques- 
tions to Inco, we think we should have more specific data on that. 

Mr. Opom. Thank you very much, Mr. Ranno, unless you have 
anything further. 

Mr. Ranno. No; that’s it; I have just about covered it, thank you. 

Mr. Ovom. Mr. John G. Collister. 

Mr. Collister, you might have a seat there at the end of the table. 

Do you have a prepared statement, or would you prefer that we ask 
you questions ? 

Mr. Couutster. No; I have no prepared statement. I can answer 
a few questions, that’s ‘all. 

Mr. Opvom. For the record, will you identify yourself and your posi- 
tion with the company that you are with ? 


STATEMENT OF JOHN G. COLLISTER, AUDITOR, ELECTRO-PLATING 
WORKS, CLEVELAND, OHIO 


Mr. Cotuister. My name is John G. Collister, with the Electro- 
Plating Works in Cleveland, Ohio. My position is in charge of all 
accounting. 

Mr. Opom. How long has the Electro-Plating Works been in busi- 
ness, Mr. Collister ? 

Mr. Couuister. Under the present owner, since the first of January 
1937. 

Mr. Ovom. How many people does it employ ¢ 

Mr. Coxtuister. At the present, 10. 
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Mr. Opom. How many customers does it serve 

Mr. Cou.isrerk. Just one, it takes all of his product 

Mr. Opom. Is that a large concern ? 

Mr. CotuisTer. Employs about 400 people. 

Mr. Opom. What has been the experience of t 
Works in obtaining nickel since 1949 to date? 

Mr. Couuisrer. Our supplier allocated to us in 1000, 150 pounds a 
month. We used 500 pounds a month. 

At the present time he gives us 220 pounds a month, and we are using 
from 1,200 to 1,400 pounds a Seah The difference between the two 
is gray-market nickel. 

Mr. Ovom. What is the name of this supplier ! 

Mr. Cotuisrer. Platers Supply Co. 

Mr. Opom. What is the address ¢ 

Mr. Couuisrer, It’s in Cleveland. 

Mr. Opom. And it supplies you with how much nickel, did you say ¢ 

Mr. Cotuisrer. At the present time, 220 pounds a month. 

Mr. Opom. 220 pounds per month. What is the prevailing price 
of that nickel? 

Mr. CotuusTer. Ninety-two cents a pound. 

Mr. Opom. How much nickel a month do you get from sources other 
than your regular supplier ? 

Mr. Co.uisTer. Well, the balance to make up from 1,200 to 1,400 
pounds a month comes through the gray market. 

Mr. Ovom. What is the prevailing price of that nickel? 

Mr. Co.uister. From $2.60 to $3 a pound. 

Mr. Opom. What are your sources for this gray-market nickel 

Mr. Co.LuisTerR. You want the names of the firms from whom we are 
getting it? 

Mr. Opvom. Yes. 

Mr. Cotuister. Two suppliers at the present time, L. H. Christian 
Co., Washington, D. C.; Legion Export & Import Co., New York 
City. 

Mr. Noone. Mr. Collister, other platers who have testified here 
today testified that they cannot afford to go into the gray market for 
nickel because the price is too prohibitive. How does Electro-Plating 
Works manage to stay in business when it buys such a substantial 
quantity of nickel at a price of $2.60 to $3 a pound ? 

Mr. Cotuister. Well, Mr. Owenstein, the owner, does very good 
quality work and gets very good prices for his product. Our one cus- 
tomer will not give his work to anyone else. On this price we will 
not—we are just making a fair profit. He could increase his produc- 
tion but he says it would not pay him to do it. We have stopped at 
that point. We could do more. The customer wants us to. 

Mr. Noone. In other words, the customer is willing to pay the price 
for the item, even though it includes—— 

Mr. CotuistER. No, the customer won’t pay any more and we won’t 
make him pay any more. 

Mr. Noong. Thank you very much. 


Will you state your full name and business affiliation for the record, 
please? 


e Electro-Plating 
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STATEMENT OF SILVIO C. TAORMINA, TECHNICAL ADVISER, 
NATIONAL ASSOCIATION OF METAL FINISHERS 


Mr. Taormina. Silvio C. Taormina. I am the technical adviser to 
the NAMF, and the executive secretary of the Masters Electroplating 
Association of New York, and the managing director of the Platers 
Technical Service, Inc., with laboratories in New York and Chicago. 

Mr. Noone. How long have you been connected with the nickel- 
plating business, Mr. Taormina ? 

Mr. Taormina. Well, about twenty-odd years. 

Mr. Noonr. Do you want to proceed in your own fashion and make 
a Statement ¢ 

Mr. Taormina. I certainly do. 

I am reading the conclusions of a review that I wrote on the nickel 
situation, which I will submit as part of the record later. 


It is apparent that despite the fact that the Government will not release 
“defense” figures on the consumption of nickel that there is a serious shortage 
of nickel as far as the job-plating industry is concerned. 

It is a fact that the three largest users of nickel—the steel industry, the non- 
ferrous industry, and the auto industry—had made unprecedented profits. 

It is a fact that only representatives of these industries, plus a group of 
suppliers who do no plating at all are represented on the “task groups” for the 
industry in BDSA which furnishes information to the ODM. 

The effects of the shortage of nickel for job-platers are serious and damaging. 

All job-platers fall in the small-business category, yet they perform services 
on a substantial segment of the entire national output. They perform services 
on $10 billion to $20 billion worth of products at the retail level, involving the 
employment of 2 to 3 million persons. 

They are badly needed in peacetime for defense purposes, and desperately 
needed for the same purposes in time of war. 

They have a heavy investment per person employed, ranging from $10,000 
to $20,000 per person employed. 

They have a heavy investment in nickel-plating facilities. 

They receive only 25 percent of their capacity to consume nickel and hence 
75 percent of their investment is idle. This in an expanding economy. 

If they try to stretch their supplies of nickel too thinly, they lower their 
standards of quality and lose customers. 

If they pay premium prices for nickel, they must absorb the difference in 
cost, otherwise they are forced into a losing competitive position with the more 
fortunate job-platers who may receive slightly larger allotments. 

There is very little relief in sight. Steel and nonferrous are already on 
record that their demands for nickel in 1956 will be for 70.1 million pounds 
more than they received in 1955. By a strange coincidence the ODM has 
already announced that it will divert 74.4 million pounds of nickel in 1956. For 
the first 5 months of 1956 the job-platers have already been told that their 
supplies will be cut down.* 


I want to add one thing that I didn’t have there until this minute. 
I want to add that this business of allotment is one of the biggest 
hoaxes that las been put across to small business and to the industry 
in general. It has absolutely no meaning. It is purely an arbitrary 
thing, and none of the platers and none “of the small businesses will 
ever get any more nickel until people are forced to sell it to them. 

I have a lot of other things to say about the industry in general that 
a lot of people don’t quite know. 

The plating industry is a very peculiar one; the job-plating indus- 
try is a very peculiar one. It is a small industry in itself and, as I 
said, it has about 3,000 shops throughout the country. They have 


* See exhibit No. 9, p. 40. 
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about 30,000 employees, and they do about 3300 million worth of 
business a year. 

But what they work on involves $10 to $20 billion, and it involves 
3 million workers, which means that if those other small companie 


cannot get nickel, the smal] companies who are the customers of the 
job shops cannot get nickel: it means that these other small businesses, 
these other small-metal enanens , cannot produce. 

I wish to submit for the record a number of letters“ from 
tomers of job-platers slacoeniin the country, who will confirm 
exactly what I said this minute. These customers come from all ove 
the United States. There is a batch of them there, representing about 
25 or 26 States. 

By September or shortly before elections, I may have them from 48 
States, and they may number 30,000, 

Now, the reason I said before that this allocation system is a hoax i 
this: If they supply, if the suppliers of nickel are supposed to —_ ply 
30 percent of any base period, and taking any base period in 1949 or 
the first half of 1950, the automobile companies could have manu 
factured only 3 million cars in 1955. Yet they manufactured 9 million 
cars and trucks. 

For them, if they had gotten the same percentage allotment that the 
job-platers had gotten, they could never have produc ed all those cars. 
So that proves, in itself, that it is a kind of a hoax. 

The second thing I want to call your attention to is this: that I 


personally made a number of calls to suppliers of stainless steel plate 


and stainless steel fabricate—stainless steel products—and I found 
that in 1955 you could buy all the stainless steel tanks you wanted, 
all the stainless steel sinks you wanted, anything made of stainless 
steel in unlimited quantities on a civilian basis, and all of those things 
contain 8 to 10 percent nickel. 

And that industry has practically, in fact it has contributed to the 
destruction of the ‘dlp wladiing industry, because, containing more 
nickel, their products will stand up better in the household. 

But if the platers had been able to get more nickel to plate on their 
products, on the products of their customers, they could have put 
enough nickel on steel, for example, which is the greatest raw material, 
to make those things stand up in the kitchen; and they, in turn, would 
then stand up very well—well enough to satisfy the average house- 
wife. 

The trouble is now, if you get a pot or a pan or any utensil, plated in 
nickel, it is not going to stand up, and obviously it is not going to 
stand up because there is not enough nickel on it. 

And another thing, the stainless steel people have encroached on that 
business: and this, to me, means that they have deliberately gone out 
and captured a market which, on a completely unfair basis because 
stainless steel costs more, it is not absolutely necessary for a lot of 
things they do; it certainly is not necessary to put up a side of a build- 
ing with it. 

And the International Nickel used 302 stainless steel on that siding, 
and it used up 60,000 pounds of nickel, and it tied another 60,000 
pounds of nickel in the form of ingots, 120,000 pounds of nickel tied 


‘a Retained in committee files. 








IS SUPPLY AND DISTRIBUTION OF NICKEL 


up at a particular moment, and that was one-third of all the nickel 
that the job-platers got in New York City for 1955. 

They also used Truscon window frames, and each—that is a metal 
that also contain nickel—in the entire building of that skyscraper. I 
don’t know how many pounds went into it. I would like to know, 
myself, and I would like to know the percentage of nickel on each 
piece of metal that went on it. 

Now, in 1949 we used, the entire job-plating industry in the United 
States used, about 9 or 10 million pounds. 

In 1955, the entire job-plating industry in the United States got 
under 4 million pounds, with the exception, if you leave out just 1 or 2 
of the biggest shops in the city, in the country, who may or may not 
be tied up to some automobile works. 

Mr. Noone. If I may interrupt. 

Mr. Taormina. Yes. 

Mr. Noone. Are you distinguishing at this point between so-called 
independent job shops and captive shops of manufacturers ? 

Mr. Taormina. Captive shops of the size—there is this that I want 
to say: Captive shops of the size of more or less the job-platers are also 
suffering from the same lack of nickel. A captive shop is one that 
has a plating department of its own. They get nickel, and whether 
they get—whether they are in as bad shape as we are, I don’t know— 
but the job shop is one who merely performs a service, it does nothing 
else. It does not design a piece of work. It does not determine how 
much or what part of that product is electroplated, and it has abso- 
lutely nothing to say about the product except the man who makes it 
wants it plated. And if a job comes in with a lot of nickel necessary, 
a lot of fellows have to turn it down because they just don’t have the 
nickel to plate on. 

Another thing, too, when stainless steel invaded the field that gen- 
erally the platers had under control, they are wasting a very large 
amount of nickel, because if they use stainless containing 8 percent 
nickel on a product that could be electroplated, that same amount of 
nickel at probably go 10 or 20 or 30 times as far. 

Now, the thing that is most amazing, the most amazing thing is, 
we have not been able to find who decides how much nickel should be 
gotten. You never know. A job-plater is in a state of semihysteria 
all the time. He doesn’t know whether he is going to get nickel next 
month or he is not. He doesn’t know whether he dares to take an 
order or does not. 

Who decides how much nickel Udylite is going to get so they can 
distribute? Who decides how much nickel Harshaw is going to get 
so they can distribute it? 

I narrowed it down to one thing: After defense and after stock- 
piling, I can’t see much about this picture except International Nickel, 
and to me, it looks very much like a monopoly. 

Why is nickel information classified? There is not anybody in the 
field, and I don’t want to be—I don’t want to be disrespectful here, 
but there is no reason on earth that anybody in the field can see why 
they shouldn’t separate and say, “This is the amount of nickel, total 
nickel.” It gives absolutely no information. “This is the amount of 
nickel used for defense and stockpile; this is the amount that is for 
civilian.” 
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If we knew how much nickel was available for civilian use then we 
would pretty quickly find out whether it is equitable or not—and that 
is the key to the whole problem. 

I can give you a very intelligent guess on how much nickel is being 
used for defense, but I won't. 

There is one other point I want to make here—1 or 2 more points 
and that is, if you have this Review of Nickel that is put out by the 
Department of Commerce, on page 24, if you look under the column in 
1949, all plating was given 21.3 percent of the available nickel. In 
1955, it was allotted 15.1 percent of the available nickel. On a per- 
centage basis alone, it shows that the electroplating, all of electro- 
plating, including captive shops, took a drop. 

In other words, as the economy increased, it is true that the niekel 
available increased, the amount of nickel available increased; but at 
the same time, where the other industries were given higher pereent- 
ages in 1955 than in 1949, the first thing that happened was all of 
electroplating took a beating of around 13 million pounds, because 
they only got 15.1 percent of the available nickel. 

Mr. Noone. Mr. Taormina, if I may interrupt there—there are two 
things that should be observed with respect to that table. 

No. 1, it is based on estimates. No. 2, it includes nickel for both 
civilian and defense production. 

Mr. Taormina. That is correct. That figure also includes—— 

Mr. Noone. So that, looking at that table, we cannot tell whether 
or not there was a fair and equitable distribution of nondefense nickel 
during this period. 

Mr. Taormina. Yes; I realize that, but that is why I said that the 
figures could be revealed without jeopardizing our defense. 

The CHarrman. With reference to the estimate, does it not only 
apply to 1955? The rest of it apparently is based on reports from the 
Bureau of Mines in 1955, estimated. 

Mr. Taormina. The estimate is very close. The estimate is very, 
very close. Asa matter of fact, it is so close 

The Cuatrman. That applies just to 1 year. 

Mr. Taormina. Yes. As a matter of fact, it is so close that in 1955 
stainless steel predicted they were going to need 70 more million 
pounds in 1956, so the ODM released 74 million pounds. How much 
closer could it be? 

In this chart—chart 1—I will give you the page number in a minute. 
On page 6, you will notice that all stainless steel wants—they want 48 
million more pounds in 1956. That is for high-alloy steel (see p. 30). 

Then if you will look on page 10—chart 4—in 1956, low alloy wants 
14 million more pounds (see p. 31). 

So that the 14 and 48—that is, 62. 

Then if you look on page—the next page, I don’t see a number 
on it; that is page 11 chart 5—nonferrous wants 12 million pounds. 
So you add those 3 figures up and, by the strangest of all coincidences, 
it is 70 million pounds; and by a stranger coincidence, the ODM re- 
leases 74 million pounds.’ So they knew, then, in 1955, exactly how 
much defense and nondefense they were going to get. That sounds 
a little ridiculous to me (see p. 32 for chart 5). 





5 Charts 1, 4, and 5 are reproduced from Department of Commerce publication entitled 
“A Review of Nickel in the United States, 1946 to 1956.” 
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But they got it, and that is why there is no relief in sight; and unless 
those figures are released on what is defense and what is nondefense, 
we will never know, because they will hoodwink us from top to 
bottom. 

Now, I also would like to, for the record—you know, it is very 
strange, a fellow writes to me, “Only God knows what is going to 
happen in 1956.” He can’t get nickel for his tanks. He hs ad nickel 
in fire tanks. He had to remove the anodes from 2 tanks, and 
finally he is down to 1 tank, and he got 30 pounds for a whole year. 

I submit that at least 5 a beg de 5 to 10 percent, of the platers of all 
over the country didn’t even get a pound of nickel in 1955. 

Mr. Noone. Did all those platers have a base period, to your 
knowledge? 

Mr. Taormina. Mr. Noone, I just got through saying that this base 
period isahoax. Itdoes not meanathing. Nobody knows what it is. 

Mr. Noone. It is the system, though, which has been adopted, and is 
supposed to be in operation; and I think we have to live with it. 

Mr. Taormina. I would never, under any circumstances, accept any 
such base period. In the first place, it was only put up by the Depart 
ment of Commerce for convenience, which was fine. I mean, after all, 
they had to do something during the war. But the present base period 
is purely an arbitrary base period fixed by International Nickel and a 
few of the producers. 

Mr. Noone. Referring to the material which you just submitted for 
the record, can you tell us how many of those platers who did not 
receive a single pound last year were in business in 1950, as platers, 
and how many of them are new ? 

Mr. Taormina. MaybeI canrunthrough 1 or2. Idonot know. I 
didn’t ask for that information. Had I known this was the informa- 
tion you wanted 

Let me read you just one. This is from McGuire Bros., 87 A Street, 
South Boston, Mass. He has a capacity to use 20 pounds of nickel a 
day, a hundred pounds a week, or 500 : asmall shop. If you 
gave him even 50 percent, it would be only 250 pounds a month. It is 


a spit in the bucket, and he writes a little note at the bottom of this 
here: 








M. E. Baker Co., Cambridge, Mass., sole source for 25 years, refuses to accept 
orders for nickel. 

What more can I tell you? 

Mr. Opom. Mr. Taormina, I have one question. You commented on 
the action of ODM releasing 74 millions pounds of nickel, and at that 
time you added up the suggested requirements of the steel industry. 

Mr. Taormina. That is right. 

Mr. Opom. Actually, this release which you mentioned was a diver- 
sion, was it not? 

Mr. Taormina. Yes, sir. It was a diversion from the stockpile. 

Mr. Opom. From the stockpile. 

Mr. Taormina. Correct. 

Mr. Opvom. You are not suggesting that all of the nickel that ordi- 
narily would have been purchased by the Government for stockpile 
purposes was then sold to the steel industry, are you? 
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Mr. Taormina. It has not all been released yet, but I am pretty sure 
of where it is going to go. I have no doublt of where it is going to go. 
They not only are working at capacity on defense, but also capacity 
on nondefense. They just can’t take any more. 

Maybe they would have to build a new plant before 40 million 
pounds are available, I don’t know. I just know the job-platers won't 
see any of it, because in the first 5 months they already have been cut 
down. 

Mr. Opom. Now then, you mentioned also that International Nickel 
Co. and other large producers are instrumental in establishing this 
allocation which has been mentioned, that is 30 percent of the base 
period in 1949 or 1950. 

Mr. Taormina. They didn’t establish it, Mr. Odom. What hap- 
pened is this—— 

Mr. Opom. I said instrumental in establishing it. Who established 
it ? 

Mr. Taormina. It was established by the Department of Commerce. 
They had to decide on 

Mr. Opom. Are you referring now to the voluntary allocation pro- 
gram / 

Mr. Taormina. No. I am referring to the allocation program as 
set up by the Department of Commerce in 1951 to distribute materials. 

Mr. Opom. Now then, let’s refer to the present voluntary allocation 
program. 

Mr. Taormina. That does not mean anything. 

Mr. Ovo. Is there sucha program / 

Mr. Taormina. I believe it is just—it is fictitious. 

Mr. Opom. You do not believe that there is such a program / 

Mr. Taormina. No, I don’t. Because on that basis, where would 
the auto companies get 14 million pounds of prime nickel to place 7 
million cars? It would be ecaaiat te On that basis—— 

Mr. Opom. Pardon me, Mr. Taormina. 

You do recall there has been introduced into the record a letter from 
the Harshaw Manufacturing Co. to one of the witnesses; he intro- 
duced it. That letter included within it a certain proc edure by which 
this company, Harshaw Chemical Co., would distribute its nickel to 
its customers.* 

Mr. Taormina. Sure. 

Mr. Opnom. Do you suggest, then, this program or procedure of 
Harshaw Chemical Co. is one that is confined purely within that com- 
pany and is not representative of the distribution system of other 
plating suppliers. 

Mr. Taormina. It may or may not be. 

Mr. Opom. It does not represent 

Mr. Taormina. I don’t know, but I do know this: That the sup- 
pliers in turn, Udylite, Harshaw, Hanson-Van Winkle, the rest of 
them, four others, get what is known as a certain percent from their 
supplier, which is mostly International Nickel. 

Mr. Opom. How do you know that ¢ 


Mr. Taormina. It seems to be common knowledge all over the 
country. 








® See exhibit No. 3, p. 16. 
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Mr. Opom. In other words, it is, you would say, known in the 
industry ‘ 

Mr. Taormina. That is right. I mean I have no letter—I have no 
letter to that effect. But it is known in the industry—they get a cet 
tain allotment. What that is based on I don’t know. My under 
standing is there is about 2 or 3 different base periods. It is too con 
fusing, really; you can’t pin it down. 

Mr. Ovo. But you do know this: That to your knowledge there 1s 
no letter or no pronouncement or no directive on behalf of the Inter 
national Nickel Co. setting up to the public a system of allocation to 
its customers; is that true / 

Mr. Taormina. I don’t know. 

Mr. Opom. You don't know of any such letter ¢ 

Mr. Taormina. I don’t know of any such. I do know they received 
some time ago—I read an article on it, and I don’t remember the refer- 
ence—where International was supposed to be giving 40 percent of 
some base period. 

Whether it is the same base period or not, I don’t know; but 40 
percent to, say, Harshaw, and 45 to Udylite maybe, and 30 to somebody 
else, and some more to others. I don't know the details on that. 

Mr. Noone. Mr. Taormina, I would like to go back to your point 
on the increased production of the automobile industry. 

Mr. Taormina. Yes. 

Mr. Noone. Youcited some statistics there rather hurriedly. 

Mr. Taormina. Yes. 

Mr. Noone. How many units did you say they produced in 1949? 

Mr. Taormina. In 1949 approximately 5 million cars, and maybe 
another million trucks. 

Mr. Noone. How much nickel do you estimate is used up in plating 
the various nickel-plated parts of an automobile ¢ 

Mr. Taormina. About 2 pounds. That is supposed to be a very 
conservative estimate. 

Mr. Noone. So that would mean 10 million pounds were used by 
the automobile industry in 1949. 

Mr. Taormina. That is right. 

Mr. Noone. How many units did you say they produced in 1955? 

Mr. Taormina. Nine million. 

Mr. Noone. Nine million at the same 2 pounds per car would be 18 
million pounds of nickel; is that correct / 

Mr. Taormina. That is right. 

Mr. Noone. Does the automobile industry get its nickel require- 
ments from the primary producers, such as Inco, or do they get it from 
the same plating suppliers who service the members of your asso- 
ciation ? 

Mr. Taormina. They get it from both. There is one division that 
I understand, Chevrolet or maybe Houdaille-Hershey, that gets nickel 
direct from International. 

Mr. Noone. Now, there is an increase there of 8 million pounds, ap- 
parently, used by the automobile industry in plating the additional 
automobiles in 1955. 

Mr. Taormina. That is right. 

Mr. Noone. Eight million pounds. 
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We know that there is a considerable quantity of nickel manufac- 
tured or produced in Japan and other foreign countries which comes 
into this country at high prices. 

Mr. Taormina. Exactly four million pounds. 

Mr. Noonr. Four million pounds? 

Mr. Taormina. I am quoting Dr. Arthur 8. Flemming, Director, 
Office of Defense Mobilization. 

Mr. Noone. We know also there is a certain quantity of nickel pro- 
duced from scrap. What would that be, in the course of a year? 

Mr. Taormina. On that, you can’t even trace the scrap, where it 
goes or how it goes, and it is too bad we can’t, because that would 
probably be the answer to your black-market nickel. 

Mr. Noone. Well, we know also that a considerable quantity of 
nickel moves through brokers. The exact sources of that nickel are 
not known. Do you have any estimate on the quantity of nickel that 
might be available to the automobile companies from those sources ? 

Mr. Taormina. Well, let’s assume—I do not know what is avail- 
able from those sources, but let’s assume they got every pound that 
was imported 

Mr. Noonr. That is 4 million pounds. 

Mr. Taormina. Four million pounds. It still leaves 14 million 
pounds, and let’s assume they get another 4 million pounds from these 
other sources that you mentioned. That is 8 million pounds. 

That leaves 10 million pounds, and that is 100 percent of anybody’s 
base period if you are going to use it. 

Mr. Noone. That is the conclusion of your argument? 

Mr. Taormina. That is absolutely it. 

Mr. Noone. That they are operating at least on 100 percent of the 
nickel they used in 1949? 

Mr. Taormina. That is right, and we are operating at 26 percent. 
That is not a fair or equitable distribution. Who is responsible for it, 
I don’t know. 

I have got a few more things to say 

The CHarrmMan. Let me ask you a question before you get back to 
your statement. 

Mr. Taormina. Yes, Senator. 

The Cuarrman. I was going to ask a question along that same line, 
as to whether or not it is your wudoretariding that this 30 percent, if it 
does exist, is supposed to apply across the board, big and littler users 
alike ? 

Mr. Taormina. Well, if it doesn’t, then it certainly is inequitable. 

The CHatrman. In other words, to be an equitable distribution it 
would need to apply ? 

Mr. Taormina. Absolutely. 

The Cuarrman. And it is your firm belief that actually, in reality, 
it does not apply # 

Mr. Taormina. Only to the very small businesses; and the smaller 
you get, the less you got. You can see some got none. 

The CHarrman. I was impressed by your reference to these charts 
on the increased demand or increased use of nickel during 1936.7 It 
seems to me that in every single field there is an increase, including 
the electroplating. 








7 See charts, pp. 30, 31, 32 
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Mr. Taormina. Except that we won’t get it. 

The Cuairman. Is that your estimated requirement ‘ 

Mr. Taormina. That is the point. We could use that much. 

The Cuairman. I was going to ask you, is there an increase in the 
available supply of nickel that will make it possible for all these in 
creases to be met ‘ 

Mr. Taormina. Only tothe three biggest users. There won't be any 
left after that. 

The CuarrmMan. You referred to these 74 million pounds that ODM, 
you said, announced would be made available. 

Mr. Taormina. That is right. 

The CuarrMan. Is that on a nondefense basis, or does that include 
defense and nondefense ¢ 

Mr. Taormina. In the past, the history is this: that every time 
ODM announced a diversion of nickel from the stockpile, all the 
newspapers printed that it was for civilian purposes. The Depart- 
ment of Commerce would then come out with a statement deploring 
such press releases, and it was found then that this nickel that was 
diverted was used for “mounting military needs.” 

So we expect, you can expect, the same quotation to be released any 
day regarding the other 74 million pounds. 

The CuHatrMAN. Well, we will see if we can find out something about 
that. Go ahead. 

Mr. Taormina. There is something very, very interesting that I 
would like to refer to here, and this is page 37. We will start with 
page 31 first. 

(Excerpts referred to from Department of Commerce publication 
entitled “A Review of Nickel in the United States, 1946 to 1956,” 
follow :) 


ExuIpitT No. 8 
(Excerpt from p. 31) 
DEPARTMENT OF COMMERCE 
3usiness and Defense Services Administration 
WASHINGTON, D. C. 
MINUTES OF MEETING OF STEEL TasK Group ON NICKEL, OcTOBER 25, 1955 


Thomas J. Moore, Jr., Director, Iron and Steel Division, Government presiding 
officer 


TASK GROUP MEMBERS 


John S. Ewing, United States Steel *C. H. MceCollam, The Timken Roller 


Corp., Pittsburgh, Pa. Bearing Co., Canton, Ohio. 

*Clyde Roberts, Republic Steel Corp., *R. S. Clingan, Copperweld Steel Co., 
Cleveland, Ohio. Pittsburgh, Pa. 

*James D. Glenn, Crucible Steel Com- *John H. Abbott, Rotary Electric Steel 
pany of America, Pittsburgh, Pa. Co., Detroit, Mich. 

*C. R. Mitchell, Jr., Allegheny Ludlum *J. P. Butterfield, Armco Steel Corp., 
Steel Corp., Pittsburgh, Pa. Middletown, Ohio. 

*W. G. Stewart, Universal Cyclops Steel W. J. Stephens, Bethlehem Steel Co., 
Corp., Bridgeville, Pa. Bethlehem, Pa. 


*W. J. McCune, Sharon Steel Corp., 
Sharon, Pa. 





*Present at meeting. 
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OTHER INDUSTRY REPRESENTATIVES 
J. V. Burley, Republic Steel Corp. J. D. Briggs, Bethlehem Steel Co. 
Cc. F. Dickinson, United States Steel 

Corp. 


(Excerpt from p. 37) 
DEPARTMENT OF COMMERCE 


Business and Defense Services Administration 


WASHINGTON, D. C. 
MINUTES OF MEETING OF ELECTROPLATERS TASK GROUP, OCTOBER 26, 1955 


Thomas J. Moore, Jr., Director, Iron and Steel Division, Government presiding 
officer 


TASK GROUP MEMBERS 


*Frederic R. Kellogg, Apothecaries Hall *R. L. McGean, McGean Chemical Co., 
Co., Waterburg, Conn. Cleveland, Ohio. 


*Louis M. Hague, Hanson-Van Winkle- A. W. Grele, Seymour Manufacturing 


Munning Co., Matawan, N. J. Co., Seymour, Conn. 
*H. E. Nice, Harshaw Chemical Co., *C. H. Reeme, The Udylite Corp., De- 
Cleveland, Ohio. troit, Mich. 


OTHER INDUSTRY REPRESENTATIVES 
J. V. Burley, Republic Steel Corp. 


GOVERN MENT REPRESENTATIVES : DEPARTMENT OF COMMERCE—BDSA 


H. B. Director P. E. Floyd 
Thomas J. Moore, Jr. Frank R. Bailey 
Charles Halcomb Harry K. Herschman 


Mr. Taormina. Now, there is a task group of—you see, BDSA has 
a task group on each division, and if you got that in front of you, as you 
look at the steel task group on nickel, there is quite an impressive list of 
heavyweights there ; and down at the bottom you will see other industry 


representatives, and there is a man by the name of John J. V. Burley, 
of Republic Steel Corp. 


Then you turn over to the next page, to page 35. 
(Following is reprint of p. 35 referred to) 
DEPARTMENT OF COMMERCE 
Business and Defense Services Administration 
WASHINGTON, D. C. 
MINUTES OF MEETING OF NONFERROUS TASK GROUP, OCTOBER 24, 1955 


Mr. P. E. Floyd, Chief, Ferro-Alloys Branch, Iron and Steel Division, Government 
Presiding Officer 


TASK GROUP MEMBERS 


*A. J. Wildman, The International W. M. Goss, Scovill Manufacturing Co., 


Nickel Co., Inc., New York, N. Y. Waterbury, Conn. 
*George Lennox, Driver-Harris Co., E. W. Allen, Thomas A. Edison, Inc., 
Harrison, N. J. West Orange, N. J. 


*Robert M. Briney, Haynes Stellite Co., *Henry L. Marion, Phelps Dodge Cop- 
New York, N. Y. per Products Corp., New York, N. ¥. 

*Elmer Lang, The American Brass Co., 
Washington, D. C. 


*Present at meeting. 
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OTHER INDUSTRY REPRESENTATIVES 
J. Donald Moulton, Thomas A. Edison, Inc 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce—BDSA : Other Agencies : 
Herman B. Director Hubert W. Davis, Bureau of Mines 
Paul E. Floyd Arnold C. Lewis, Office of Defense 
Harry K. Herschman Mobilization 


Frank R. Bailey 
H. M. German 


This list is quite as impressive, I willadmit. I don’t see Mr. Burley’s 
name on this one. This is the nonferrous task group; and it has, it is 
a strange thing, in this one here you have some people who consume 
nickel present on the board, and among the biggest consumers is Inter 
national Nickel itself. They do a lot of fabr icating. 

Now, the most interesting table of all is the one on page 37. This is 

called the “Electroplaters task group,” and the task group members, 
I would like to read them off : (See p. 38.) 

Frederic R. Kellogg, Apothecaries Hall; Louis M. Hague, Hanson 
Van Winkle; H. E. Nice, Harshaw; R. L. McGean, McGean Chemical ; 
A. W. Grele, Seymour; C. H. Reeme, Udylite. 

And then under that they have “¢ ther industry representatives,” 
and that is: J. V. Burley, Republic Steel. 

So I figured the only reason Mr. Burley was there was to make sure 
that electroplating just didn’t get enough. And how they ever ac- 
cepted, if they have anything to do with the allotment of nickel or 
dividing it up or whatever you want to call it, how they ever accepted, 
how these representatives ever accepted 6 percent less in 1955 than 
they got in 1949, I will never understand. 

And one of my strongest recommendations is that a member of 
the job-plating industry sit on one of those things. I think small busi 
ness—in the first place, the Small Business Administration should 
have had somebody sitting on each one of them. 

Mr. Opom. Mr. Taormina, you say how they could have set this de- 
crease of 6.2 percent. You are referring to the estimate of 1955, which 
was 15.1 percent as compared to the statistics from the Bureau of Mines 
for 1949, which is 21.3 percent ? 

Mr. Taormina. That is correct. 

Mr. Opvom. Are you suggesting that these statistics represent a sug- 
gested allocation between industry groups by this task force? 

Mr. Taormina. I don’t know what their function is, exactly, whether 
they just talk over: “Well, how much nickel are we going to need, 
boys, for next year? Is it going to be a million pounds or 2 million 
pounds? Well, we need so much.” And it looks like our representa- 
tives, the people on Commerce, people in small business were just out- 
weighed and outmatched, because the small-business guy didn’t get any 
nickel. 

Mr. Ovom. You are suggesting, then, that these task force groups, 
and their judgment as to what these different industries would need 
in the way of nickel supplies, affected these estimates as to consumption 
between the industry groups; is that your suggestion / 

Mr. Taormina. Mr. Odom, the table of 1955 was an extended table: 
it was written in about October, so that it was not an estimate. 
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Now, 1956 definitely was an estimate, and I must admit they must 
have known in 1955 that they were going to need about 70 million 
more pounds in 1956. 

How they knew it, I don’t know, because most of it is for defense, 
and I am quite sure confidential information of that nature just isn t 
tossed around if it is classified ; and if it is not classified, why don’t we 
know it ? 

The Cuatrman. Thank you very much. 

Mr. Taormina. Well, I have a number-——- 

The Cuairnman. Yes, go ahead. 

Mr. TaorMINA (continuing). A number of recommendations. 

The CHatrman. Goahead. Iam sorry. 

Mr. Taormina. I would like to give you an article, “The Nickel 
Shortage and the Job-Plating Industr Vs * which has reference—it was 
written. by me, and I brought out the fact that we are operating at 26 
percent capacity when in 1949 we were oper rating at 65 percent capacity. 

My recommendations read as follows: 


Only a shortsighted view of the importance of the job-plating industry in the 
national economy could permit the present situation as regards nickel to continue 
as it is. Therefore, the following recommendations, with the end to relieve the 
situation, are made: 

(1) Recognize the job-plating industry as a separate and distinct industry, 
because its relation to the general economy is completely out of proportion to its 
size. 


(2) Restore the 100-pound per month allotments to small users who elect to 
accept that quota. 


There are many shops, maybe about 500 in the country, who would 
be happy to exist under a hundred pounds per month; even during 


Korea the Government allowed job shops a hundred pounds per month 
minimum. 


(3) Allot enough nickel to job platers to satisfy at least 65 percent of the 
nickel-plating capacity of each shop. The most accurate figures are those ob- 
tained from the Masters’ Electro-Plating Association of New York. This amounts 
to $25,000 pounds at 65-percent capacity instead of the 330,000 pounds they re- 
ceived in 1955. On a citywide basis for all platers in and out of the association 
the amount needed would be 1,270,000 pounds and for the United States roughly 
12,700,000 pounds per year. 

In 1956 the total nickel to be obtained by industry for both defense and non- 
defense purposes will be roughly 260 million pounds; therefore, nationwide, all 
the job shops ask for is a paltry 5 percent. 

(4) This amount can easily be obtained by restoring the quota for electro- 
plating from 15.1 percent back to its original 21.6 percent. 

(5) In order to insure equitable distribution job platers must be represented 
on the task groups of BDSA. 

(6) Job platers must be given an opportunity to administer the distribution of 
nickel. This can very easily be accomplished, for the nickel-plating capacity of 
any firm can readily be established. 


And I would also like to submit this whole article for the record. 
The CuarrMan. That will be included. 
(The article referred to is as follows :) 
ExHIsir No. 9 
A REVIEW OF THE NICKEL SHORTAGE AND THE JOB-PLATING INDUSTRY 
By S. C. Taormina, Technical Adviser National Association of Metal Finishers 


Since 1950 the electroplating industry has suffered severely because of 
the shortage of nickel. During the last peacetime year before Korea, in 1949, 


the electroplating industry received 21.8 percent of all the nickel available in 
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the United States of America. During Korea restrictions were Imposed on the 
use of nickel, including electroplating, for practically all civilian purposes. On 
November 1, 1953, most of the restrictions were removed and nickel was sold 
on the open market by the producers. The only restrictions remaining were (1) 
the satisfaction of stockpile goals, (2) that nickel needed for items of defense 
and for the Atomic Energy program receive priority for their needs (see Con- 
gressional Record—Appendix “Dr. Flemming’s Comments on the Nickel Situa- 
tion.” Extension of Remarks of Hon. John W. McCormack of Massachusetts 
in the House of Representatives, May 3, 1956, p. A3554, A3555, A3556). 

When allocations were lifted the producers promised that they would dis- 
tribute nickel on an equitable basis. This was not done and the result was the 
dislocation of the electroplating industry (A Review of Nickel in the U. 8., p. 
37 and 38) 

In all its reports the Government, through its agencies lumps all firms doing 
electroplating into one category which it calls electroplating. This group com 
prises the automobile firms that do over 35 percent of all the electroplating, 
manufacturers of all sorts of goods who have their own plating plants, and 
the so-called job platers. It is the plight of the latter group that is the subject 
matter of this report (see Finishing Touches, January 1956; “The Nickel 
Shortage and Job Platers, p. 4’’). 

A job plater manufactures no products. He merely receives manufactured 
products from metal fabricators, polishes, electroplates, and otherwise applies 
finishes to the products and then return them to his customer, the metal fabrica- 
tor. By far the most popular finish is the so-called bright chrome finish. 
Thousands of different familiar items are chrome plated. But underneath the 
chromium it is necessary to have a more or less substantial coating of nickel 
which is likewise electroplated. Another very popular finish is the “bright 
brass” plate. This is also plated over a nickel plate. Nickel plating is the base 
of practically 75 percent of the commercial finishes on the market. 
no substitute for nickel in this respect and hence it is indispensable. 

There are about 3,000 job platers in the United States of America and in tele- 
phone directories are classified as “platers.”” On the basis of recent surveys job 
platers in the United States of America, do work on products estimated to be 
worth $10 to $20 billion on the retail level. The manufacture of these prod 
ucts involves the employment of from 2 to 3 million persons. Yet the job-plating 
industry in itself is not a big industry. On a national level it has a capital 
investment of $300 million, employs 30,000 persons and performs $300 million 
worth of services annually. 

The New York area has been very badly hurt by the nickel shortage. It has 
an extremely large number of small firms engaged in the metal fabrication of 
thousands of items that need to be electroplated. They send their work to the 
job plater. Any curtailment of necessary materials, such as nickel, would 
seriously hamper the operations of all these small fabricators who can neither 
afford to install their own plating facilities, nor, pay premium prices for plated 
ware. Neither can they afford to carry excessive stocks of raw materials or 
finished products. Furthermore, even if they did install their own plating 
facilities there is no guarantee that they will receive nickel unless they invest 
heavily in equipment. In such cases there is an unwarranted duplication of 
facilities that serves no economic good. 

In the Greater New York area, telephone books including those of northern 
New Jersey, Nassau and Suffolk Counties in Long Island, Westchester County 
and lower Connecticut, besides the 5 boroughs list 310 job platers. Of these 76 
belong to the Masters’ Electro-Plating Association of New York (see List of 
members). The members of this association do about two-thirds of all the 
nickel plating in this area. 

Why is nickel scarce? Presumably nickel is scarce because the Government 
stockpiles about 90 million pounds. Another reason for the scarcity is that 
60 million pounds (estimated) are required for defense purposes. But it is only 
scarce, and very scarce, to the small consumers. The steel industry, the non- 
ferrous industry, and the auto industry obtain practically 100 percent of ca- 
pacity! The job platers must beg for their 25 percent of capacity. The real 
trouble lies, not in the scarcity of the metal but in the inequitable distribution 
of what is available (see Finishing Touches, February 1956). 

How is nickel distributed? The Government obtains a certain amount of nickel 
for its stockpile. In 1955 after stockpile requirements were met there were 
216 million pounds of nickel available for defense and nondefense purposes, The 
producers and suppliers need not answer to anyone as to the way they distribute 
nickel providing defense orders for nickel are satisfied. 


There is 
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Who obtains all the nickel? Below is a comparison chart of the industries 
that obtain nickel (see “A Review of Nickel in the U. S., 1946-1956 ; U. S. Depart- 


ment of Commerce, p. 24). This includes nickel used for defense as well as non- 
defense use. 


Nickel consumed by major groups as a percentage of total 


| 








| Nickel, 1949 | Nickel, 1955 
| Percent | Millions | Percent | Millions 
of pounds of pounds 
ee 27.8 38.0 23.4 50.5 
NII dha cin-3% S00 tengo Soares nuk Cee baee desks hone : 17.4 23.8 24.5 52.9 
Low alloys TERS OBEROI TIERCE STEEN Fae) SIRT: 19.7 | 26.7 16.8 36.3 
ES a aa Serer 21.3 29.1 15.1 32.6 
all ate SET oy lt, ihe seSiia aa eS 5.9 8.1 7.6 16. 4 
IE cated ncctete dps Shuts ccrebecseenncs sate neneba 7.9 10.7 12.6 27.3 
iia SSGhad Se ctenmdatindecncmmpibietel><amielaissieade 100.0 136. 6 100. 0 216.0 





In view of all the talk in Washington and in the newspapers about equitable 
distribution it is well worthwhile analyzing the figures revealed in the above 
table. The table shows that the available nickel in the United States increased 
from a total of 136.6 million pounds in 1949 to 216 million pounds in 1955. 
Nickel production therefore expanded to 153 percent of its 1949 rate. 

The table shows that all the major industries, except electroplating, were 
permitted to obtain enough nickel to expand their total operations substantially. 
For example, nonferrous expanded to 133 percent of its operations of 1949. All 
stainless, including low alloy, expanded its operations to 176 percent of its 1949 
rate. Electroplating expanded to 112 percent of its 1949 operations and of that 
expansion the automobile companies obtained so much nickel that it throttled 
all other industries that do plating and particularly the job-plating industry. 
Resistance alloys expanded to 200 percent of its 1949 operations and all others 
expanded to 250 percent of their 1949 operations. And it must be assumed that 
in 1949 since there were no restrictions, and no defense work to speak of, the 
purchases by these industries represented 100 percent of capacity. 

If electroplating had received the same percentage of nickel in 1955 as it 
received in 1949, i. e., 21.3 percent it would have received 46 million pounds 
instead of the 32.6 million pounds. It was shortchanged by 13.4 million pounds, 
or more than enough to supply the entire job-plating industry with at least 65 
percent of capacity. 

But even though electroplating received hardly any increase in actual poundage 
the auto industry expanded substantially. In fact, it was permitted to obtain 
enough primary nickel to plate the parts of over 9 million autos and trucks. A 
recordbreaking year. 

Nine million cars and trucks used up at least 18 million pounds of nickel plated 
on bumpers and trim. The auto industry claims that it bought 3 million pounds 
of nickel on the “premium price” market. Assume that it bought 4 million 
pounds, every bit that was available both from imported and recovery sources. 
This still leaves 14 million pounds of prime nickel. In 1949 it produced 7 million 
ears and trucks and it therefore used up 14 million pounds. In effect it received 
80 percent of capacity in 1955 of prime nickel. In addition it received 18 million 
pounds of nickel in the form of alloy steel used in the manufacture of various 
auto parts. The nickel in this alloy steel represents 4 million more pounds than 
it consumed in 1949. Balancing the figures out it received 90 percent of its 
capacity to use nickel during a recordbreaking year. Furthermore one can be 
sure that the added cost of whatever premium nickel it bought was passed on 
to the consumer since it only amounted to little over $1 per unit. 

The stainless-steel industry produced recordbreaking tonnage of nickel-bear- 
ing steel for all purposes. There was absolutely no shortage of nickel-bearing 
steel for any civilian purpose. An example of the abundance of nickel for civilian 
use is the Socony-Vacuum building erected on East 42d Street, New York City. 
It is to be sheathed with 375 tons of stainless steel (No. 302) containing at least 
8 percent nickel. This amounts to 60,000 pounds of nickel. To produce 375 tons 
of stainless steel an additional 375 tons (approximate) must be tied up in ingots. 
Therefore 120,000 pounds of nickel are tied up in the eyesore on 42d Street. This 
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amount of nickel is one third of the nickel obtained by job-platers in the New 
York City area in 1955 for both defense and nondefense purposes. 

Also, the 1955 production rates (of stainless steel) were maintained only by 
the depletion of scrap and primary nickel inventories. Stainless companies had 
plenty of prime nickel inventories to permit them to break all records in 1955, at 
a time—1954—when platers couldn’t even obtain enough to maintain a 25 percent 
capacity production rate. (A Review of Nickel in the United States, p. 32, par. 4.) 

How about the job platers?—An exhaustive survey was made among the 
members of the Masters’ Electro-Plating Association of New York. It was found 
that they only received 26 percent of their capacity to use nickel in 1055 as against 
100 percent of capacity in 1949. Other pertinent data follows in complete returns 
from 76 members. 


Masters’ Elector-Plating Association of New York 


Number of member-firms__~-—-~---~~- i ahanalithinly 76 
Number of member-firms engaged in nic kelplating ; cases 70 
Total capital Investent... .n sidan nnecen nna = pirinekatteateen., a ee 
Total number of employees______-_-__- tiene : see e 2, 000 


Total value of services performed____-__-__- “ 
Retail value of products electroplated___—-__- eauhee _..... $780, 000, 000 
Total number of workers involved___----~~- 80, OOO 
Total nickelplating solution capacity (gallons) Raibiaell eabaiibeties 150, 000 
Total amperes hooked up to nickel capacity (amperes) - lca ae 205, OOO 
Total capacity to consume nickel in a year (8 hours per “day, 250 

days per year) (pounds ) _- ipbabipncivctiiie 1, 270, 000 
Total nickel received in 1955 for both defense and nondefense pur- 

at SID ai ot taiitcinass tend es ‘ a? satealcietibal hala * 330, 000 
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1330,000 pounds of nickel anodes represents only 26 percent of capacity. 


Since the members of the Masters’ Electro-Plating Association do 65 percent 
of all the nickelplating and metal finishing among job shops in this area, the 
above figures, based on a 100 percent sampling of the membership, can serve 
as an index as to the situation in Greater New York. This also bas been 
confirmed by a survey of 80 percent, or 186 firms who are not now members 
of the Masters. 

These figures are also confirmed by reports emanating from Chicago, Cleveland, 
Detroit, St. Louis, Philadelphia, and other areas. Scattered returns received 
from these places indicate the job platers all over the Nation receive only enough 
nickel to operate their nickelplating facilities to the extent of about 25 percent 
of capacity. It is generally agreed that the New York area does about 10 percent 
of the metal finishing and nickelplating carried on nationwide. Using the New 
York figures as an index one can easily determine the situation in the United 
States. 

It happens that it is very easy to calculate any firm’s capacity to consume 
nickel anodes. A nickelplating assembly consists of three main components: 
(1) A rated generator or rectifier electrically connected to (2) a nickelplating 
solution containing (3) nickel anodes as part of the electrical system. The 
maximum amount of nickel in pounds which can be consumed from the nickel 
anodes depends upon the ampere rating of the generator or rectifier, or the 
amount of amperes which this equipment can deliver to the plating solutions. 
Sometimes a generator or rectifier supplies several tanks with current and in 
such cases the amount of nickel which can be consumed depends upon the 
eapacity of the rheostats which are electrically connected to the assembly. 

An illustration follows: Assume a 1,000-ampere rectifier is connected to a 
nickelplating tank containing 1,000 gallons of properly made-up nickelplating 
solution containing 30 anodes weighing 36 pounds each, and that the full 1,000 
amperes are delivered through the anodes as the plating process takes place. 
If the process is carried on for 8 hours, 8,000 ampere-hours of current will be 
delivered to the plating tank. For every thousand ampere-hours about 2.5 pounds 
of nickel are used up. Therefore in an 8-hour day about 20 pounds will be con- 
sumed. In view of the fact that almost 10 percent of the anode surface must be 
kept above the surface of the plating solutions, and that other losses are incurred 
as scrap, as for example, when the anodes get too thin to use, it is safe to calcu- 
late that for an 8-hour day, for such an assembly, 25 pounds of new nickel anodes 
must be bought. 
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It can be seen from the above that no plater can claim to be able to use more 
nickel anodes in an 8-hour day than the rated capacity of the generator, rectifier, 
or rheostat connected to his nickelplating solutions. Any plater’s capacity to use 
nickel can easily be determined by an inspection of his facilities. 

Of the total capital investment of the platers of the association, over 50 percent 
represents investments tied up in nickelplating facilities alone. Among the 
masters’ members at least $10 million are tied up in nickelplating facilities. It 
should now be evident why operating such facilities at only 25 percent of capacity 
has such a disastrous effect upon job platers. 

If it weren't for the fact that many platers also have facilities to do cadmium, 
zine, tin, gold, silver, anodizing, spraying, and other finishes the amount of 
nickel allotted to them would not be enough to keep them in business. A number 
of platers specialize in nickel-chrome finishes and these had to stretch their 
supplies very thin and supplement their meager allotments with premium-price 
nickel the cost of which they had to absorb. 

Because of the fact that 80 percent of the job shops do a variety of finishes they 
are extremely important in the defense structure. During Korea, there was 
practically no nondefense nickel electroplated. But there was enough cadmium, 
zine, tin, silver, and gold plating for all types of munitions to keep the job shops 
operating and at the same time provide the Government with torrents of muni- 
tions’ parts. Asa matter of fact, even now, although only 25 percent of the work 
that job shops do is defense work, if they were to shut down it would paralyze the 
entire defense program. Yet the job shops cannot exist on this defense work 
alone. On the other hand, if job shops do go out of business many small and 
large fabricators doing defense work would be forced to install their own plating 
departments. As a result the tremendous waste of materials and skills would 
skyrocket the cost of the entire defense program. 

The Defense-Nickel Curtain.—Many groups and individuals including business- 
men, Congressmen, and various congressional committees have tried to determine 
whether or not nickel is equitably distributed. The Business and Defense Serv- 
ices Administration, the Office of Defense Mobilization, and other Government 
agencies stubbornly refuse to reveal the amount of nickel allocated for nondefense 
purposes since that would reveal the amount of nickel consumed for defense 
purposes. The amount of nickel consumed for defense purposes can easily be 
estimated by anyone with some experience in the field and by reading newspapers 
and various technical reports. No one in the field can possibly understand 
why the figures on the consumption of nickel for defense purposes should be 
“classified.” 

No one as far as the writer knows can even determine who decided that such 
information should be “classified.” Surely, foreign powers have access to United 
States newspapers and technical reports and if the information is valuable enough 
to them their statisticians could do the rest. 

It is therefore impossible to determine who gets how much nickel for nondefense 
purposes (see Congressional Record, March 15, 1956, and May 3, 1956, Finishing 
Touches, the Nickel Shortage and Job Platers, April 1956). 

Diversions From the Stockpile-—Since controls were lifted in November 1953, 
the Government has announced from time to time that certain quantities of nickel 
would be released for industry. These reports led one to believe that such nickel 
could be used for civilian purposes. This has not been so, and in fact, as far as 
the job-plating industry is concerned it has seen little or nothing of this diverted 
nickel. It invariably turns out that such diversions were made to satisfy the 
“mounting military needs.” (See various newspaper clippings and also Con- 
cressional Records referred to above.) 

In the first quarter of 1956 the Government released 13.8 million pounds of 
nickel, and for the second quarter an additignal 20.5 million pounds were released. 
At the same time job platers were told that there would be less nickel for them 
during these periods. The Government has already announced that it would 
release an additional 40 million pounds of nickel during the second half of 1956. 
But there is absolutely no indication the job platers will receive any part of it. 
As a matter of fact, from past experience, the job platers will not receive any of it. 

Even during the Korean war many small-job-shop operators had an option of 
filling out complicated forms in order to obtain their allotment of nickel or to 
certify themselves as “small users” and they could receive 100 pounds per month 
and no questions asked. Many job shops elected to certify themselves as small 
users and did receive 100 pounds pe? month. But the fantastic thing about the 
present nickel situation is that most of the firms who can get along with 100 
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pounds per month, even though it may not be more than enough to satisfy 50 
percent of their capacity, do not receive more than 30 pounds per month. There 
are at least 500 small job shops in the United States who would be very gratefu 
to receive 100 pounds per month. 


CONCLUSIONS 


It is apparent that despite the fact that the Government will not release 
defense figures on the consumption of nickel that there is a serious shortage of 
nickel as far as the job-plating industry is concerned. 

It is a fact that the three largest users of nickel—the steel industry, the non 
ferrous industry, and the auto industry—had made unprecedented profits. 

It is a fact that only representatives of these industries, plus a group of 
suppliers who do no plating at all are represented on the task groups for the 
industry in BDSA which furnishes information to the ODM. (See a Review of 
Nickel, pp. 31, 35, 37.) 

The effects of the shortage of nickel for job platers are serious and damaging 

All job platers fall in the small-business category, yet they perform services on a 
substantial segment of the entire national output. They perform services on 
$10 to $20 billion worth of products at the retail level, involving the employment 
of 2 to 3 million persons, 

They are badly needed in peacetime for defense purposes, and desperately 
needed for the same purposes in time of war. 

They have a heavy investment per person employed, ranging from $10,000 to 
$20,000 per person employed. 

They have a heavy investment in nickel-plating facilities. 

They receive only 25 percent of their capacity to consume nickel and hence 75 
percent of their investment is idle. This in an expanding economy. 

If they try to stretch their supplies of nickel too thinly they lower their 
standards of quality and lose customers. 

If they pay premium prices for nickel they must absorb the difference in cost, 
otherwise they are forced into a losing competitive position with the more for 
tunate job platers who may receive slightly larger allotments. 

There is very little relief in sight. Steel and nonferrous are already on record 
that their demands for nickel in 1956 will be for 70.1 million pounds more than 
they received in 1955. (Reference: A Review of Nickel in the United States, 
1946—56 ; pp. 6, 10,11.) By astrange coincidence the ODM has already announced 
that it will divert 74.4 million pounds of nickel in 1956. For the first 5 months of 
1956 the job platers have already been told that their supplies will be cut down. 


RECOM MENDATIONS 


Only a short-sighted view of the importance of the job-plating industry in the 
national economy could permit the present situation as regards nickel to con- 
tinue as it is. Therefore, the following recommendations, with the end to re- 
lieve the situation, are made: 

(1) Recognize the job-plating industry as a separate and distinct industry 
because its relation to the general economy is completely out of proportion to its 
size. 

(2) Restore the 100-pound-per-month allotments to small users who elect to 
accept that quota. 

(3) Allot enough nickel to job platers to satisfy at least 65 percent of the 
nickel-plating capacity of each shop. The most accurate figures are those ob- 
tained from the Masters’ Electro-Plating Association of New York. This amounts 
to 825,000 pounds at 65 percent capacity instead of the 330,000 pounds they re- 
ceived in 1955. On a citywide basis for all platers in and out of the association 
the amount needed would be 1,270,000 pounds and for the United States roughtly 
12,700,000 pounds per year. 

In 1956 the total nickel to be obtained by industry for both defense and 
nondefense purposes will be roughly 260 million pounds, therefore, nationwide, 
all the job shops ask for is a paltry 5 percent. 

(4) This amount can easily be obtained by restoring the quota for electroplat- 
ing from 15.1 percent back to its original 21.6 percent. 
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(5) In order to insure equitable distribution job platers must be represented 
on the task groups of BDSA. 


(6) Job platers must be given an opportunity to administer the distribution 
of nickel. This can very easily be accomplished, for the nickel-plating capacity 
of any firm can readily be established. 

The Cuarrman. Thank you very much. 

Mr. Taormina. Thank you. 

The CuarrMan. Our next witness is Mr. Bernard Baur. 

Mr. Baur, will you come around? You do not have a prepared 
statement ? 

Mr. Baur. No, sir; I do not. 

The Cuarrman. Will you give your name, business affiliation, and 
address to the reporter ? 


STATEMENT OF BERNARD M. BAUR, VICE PRESIDENT, ADVANCED 
PLATING CO., DETROIT, MICH. 


Mr. Baur. My name is Bernard M. Baur, B-a-u-r. I am at the 
present time vice president of Advanced Plating Co. 

Mr. Noone. Where is that located / 

Mr. Baur. 13340 Glinger Avenue, Detroit, Mich. 

The Cuarrman. Do you want to make a statement, or do you prefer 
that we ask you questions ? 

Mr. Baur. I have no statement. 

The CuarrMan. All right, Mr. Noone. 

Mr. Noone. What is your connection with Advanced Plating Co., 
Mr. Baur? Will you trace the history of that company for us, please, 
sir? 

Mr. Baur. Yes, sir. 

I went into the company in 1938, and I was the sole owner of the 
company until July 1 of last year. At that time I sold out, and I am 
a vice president in an advisory capacity at the present time; and I 
would Fike to state here, I am not speaking for the Advanced Plating 
Co. since July 1, but previous to that. 

Mr. Noone. You sold out, then, in July of 1955? 

Mr. Baur. Yes, sir. 

Mr. Noonr. The company had been in business under your leader- 
ship from 1938 to that date? 

Mr. Bavr. I had sole ownership from 1941, I believe it was, on 
I had partners in before that. 

Mr. Noone. How many people does Advanced Plating employ? 

Mr. Baur. At the present time, I think there is possibly 60 or 75, 
maybe 75 on the payroll now. We have employed up to 200, 225. 

Mr. Noone. How many customers does Advanced Plating serve? 

Mr. Baur. Well, we have on our books possibly two or three hun- 
dred different customers, but each year we possibly have maybe 20. 

Mr. Noone. What is the major product of your customers? 

Mr. Baur. Oh, it is production plating for the major automobile 
concerns. 

Mr. Noone. Could you tell us something about the difficulties that 
led to your selling out your interests in the company ? 
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Mr. Baur. Well, I think that I was forced to sell due to the lack 
of being able to obtain nickel at a fair price. 

Mr. Noone. What was your base allotment on nickel 

Mr. Baur. Well, I have been told by officials of Udylite that the first 
period and the second period of 6 months of 1949, and the first of 1950, 
was where my allocation was based upon. But I have been in Wash 
ington, I don’t know how many times. During that base period that 
I believe was selected, Chrysler Motor Car Co. was on strike for 110 
days. I would say 90 percent of my business at that time was com 
posed of running production work for Chrysler Motor. 

I came down here and went before the Nickel Board, explained the 
circumstances, and finally received a wire from them that they had 
upped my allocation. I took this allocation to Udylite, and I was 
greeted with the fact that they were glad that I had gotten it upped, 
but where were they going to get the nickel to supply it’ That the 
Government did not give them authorization to supply that “up” in 
allocation. 

Mr. Struts. Mr. Baur, that was done officially by NPA during the 
days when the Government was allocating material; is that correct ? 

Mr. Baur. Sir? 

Mr. Stunts. This action in upping your quota was done by the 
NPA, Department of Commerce, officially / 

Mr. Baur. Well, I came down here first, and I appealed to this 
committee, Small Business Committee; and in turn, a gentleman by 
the name of Blake O’Connor took me over in front of the man that was 
in charge of that allocation board: and later I went to see the late 
Senator Moody; I saw Senator O'Mahoney, and saw several other 
Senators, and they sent me back. And I saw several other men here 
whose names I do not recall, and then I went back to Detroit. And 
later I got a wire from here to Detroit, upping that allocation. 

Mr. Srvuts. But my point was that pee was done during the days 
when we had controls on the allocation and distribution of the nickel. 

Mr. Baur. That is right, sir. 

Mr. Srutts. It has not been done during this voluntary period / 

Mr. Baur. No, sir. 

Mr. Noone. Mr. Baur, what has been your experience in, let’s say, 
the most recent 12-months period that you can 0s ‘ribe to us? 

Mr. Baur. Well, I gave you a sheet on the last 12 months’ expe- 
rience. I believe that sheet will point out that we bought 56,000 
pounds of nickel from Udylite Corp., and in order to keep the con- 
tracts that we have made, we had to buy 64,000 on the gray or black 
market. 

(The table referred to follows :) 
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However, that was not my way of doing business. I was not there. 
But that is the experience a the company. 

Previous to my getting out of the company, we had bought ver 
little nickel on the Tesh market, or gray market, or premium nickel. 
We had bought some there at the last. 

I want to clear up one point here. There has been a lot of talk here 
about scrap. I don’t think the Advanced Plating Co. in the last—I 
don’t think it has—it has been at least 10 years, to my knowledge, that 
we had any scrap at the Advanced Plating Co. If we had stubs of an 
anode or any swords, or anything like that, that we thought were be- 
yond use, we sent them in and had them rerolled. 

If there were nubs of an anode, we bought baskets and plated them 
right out in 

Mr. Noone. Yes, sir, but aren’t the nubs of an anode usually re- 
ferred to as scrap ? 

Mr. Bavr. A lot of people sell them for scrap, but they can be 
used, and I think one thing this committee should know, I think that 
is a lot of where this black market comes from, that these larger 
companies sell the stubs of these anodes because they can get new 
ones ; those are sent out as scrap, and they are rerolled and sold at this 
tremendous price of $3.50 and even $4 a pound. 

Mr. Noone. Referring to the table which you have prepared, show- 
ing your purchases of nickel from May 1 of 1955 to April 30, 1956. 
(See exhibit 10, p. 48.) 

Mr. Baur. Yes, sir. 

Mr. Noone. You have already indicated that you obtained 56,000 
pounds of anodes from Udylite. 

Mr. Baur. Yes, that is right, sir. 

Mr. Noone. At prices ranging from 901% cents a pound to $1.345 a 
pound. 

Mr. Bavr. That is right, sir. 

Mr. Noone. During that 12-month period ¢ 

Mr. Bavr. That is right, sir. 

Mr. Noone. Was Udylite your sole source of regular supply ? 

Mr. Baur. They have been for a number of years, with the exception 
of where I had to go on the gray market to buy it. 

Mr. Noone. You also indicated that you had to buy an additional 
64,774 pounds of nickel from various brokers at an average price of 
$2.90 per pound. 

Mr. Bavr. That is what it figures out, sir, but I did not buy that. 
I refused to go out on the black market and buy it. 

Mr. Noone. I understand. 

Mr. Bavr. The company did do that. 

_ Mr. Noone. But the company did this during your connection with 
it ¢ 

Mr. Baur. That is right, sir. 

Mr. Noone. What did you do to obtain additional nickel from 
Udylite? 

Mr. Baur. Well, we appealed their—I appealed. The reason I 
sold out, one of the main reasons I sold out, was we didn’t have too 
good a year in 1954. We had a fair one in 1953, and we became in- 
debted to Udylite, and I thought they were the people to be concerned. 
And my superintendent, myself, and my auditor, went over to Udylite 
to interview the executives there. . 
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Mr. Noone. What was the basic reason for those difficulties? Was 
it the shortage of nickel, or was it production problems? 

Mr. Baur. I don’t know. We went over there. We had these con- 
firmed orders. They were solid and were good prices, and we could 
work out of a situation we had gotten into. I was informed there I 
could not get the nickel. I was told that I would not get anywhere 
near the nickel from Udylite to plate the parts that I had already 
taken orders for, which put-me in a very bad position. They said it 
was due to the allocation of nickel. They did not have the nickel and 
could not supply it. 

Mr. Noonr. Have you had the experience of your customers install- 
ing plating facilities, doing their own plating ‘ 

Mr. Baur. Yes, sir. 

Mr. Noone. Where heretofore they had subcontracted the plating 
to you? 

Mr. Baur. Yes, sir, any number of them. 

Mr. Noone. Can you cite some of those instances—when it occurred 
and the size of the facility, the amount of nickel they had to acquire 
to operate them / 

Mr. Baur. Well, I would have no way to tell what amount of nickel 
they used, but I know it was a tremendous sum. We did work for 
Cadillac Motor Car Co.—just taking that one—for, I would say, 15-18 
years, and I was called to Cadillac and given a contract to run their 
collision bar, I believe in 1953, and I was told at that time that would 
be the last production run that I got; that they were installing a 
plating plant of their own. 

Mr. Noone. That was in 1953 ? 

Mr. Baur. 1953, or possibly the first of 1954? 

Mr. Noone. What was the volume of business you did for Cadillac 
up to 1953? 

Mr. Baur. I would like to give you that accurately, but I would say 
it would run possibly 20,00 or 30,000 dollars a month on that 1 account. 

Mr. Noone. Are there any other customers ? 

Mr. Baur. Yes, sir. I sold a plant to Oakland Manufacturing Cc. 
on Nine Mile Road, and they had—I don’t think they had a very large 
allocation from Udylite, yet they have expanded; they have run all 
of Chrysler’s bumper guards, and that is a tremendous amount of 
business. 

Where they get their nickel, I don’t know, sir. 

Mr. Noone. Is it possible that they could have bought imported 
nickel ? 

Mr. Bavr. I don’t think so. 

Mr. Noone. Or from brokers at these high prices ? 

Mr. Baur. Yes, sir. I think the whole trouble is, it is in the hands 
of these brokers that have nothing to do with the plating industry. 

Mr. Noone. Will you tell us what leads a customer to install its 
own facilities? Is it a matter of dollars and cents? Is it that he can 
do the work for less than you can do it ? 

Mr. Baur. Well, the situation today is that when a plater takes 
on a large production job, he doesn’t know what to quote; he doesn’t 
know what he can get his nickel at. He can get a certain percentage 
of it, or hopes he can, at around 9214 cents per pound; but then that. 
is only a percentage of what this contract would call for, so he doesn’t 
know what the black market is going for. 
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You ean buy all the nickel you want today at $3.50 and $4 a pound. 
There is plenty of it. In fact, as pointed out the last time I was 
before this committee, I had then a man that would give me 49,000 
pounds at $3.50 a pound. ae 

Mr. Noone. Is it your understanding that the automobile industry 
obtains its plating supplies from plating suppliers like Udylite? 

Mr. Baur. Yes, sir; they do, or a proportion of it. I don’t know 
what proportion. I have no way of knowing. 

Mr. Noone. Do you know whether any of them obtain their sup- 
plies from any of the primary producers / 

Mr. Baur. I have heard some of that talk. But to my personal 
knowledge, I don’t have that knowledge. 

Mr. Noone. That is all I have, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Baur. 

Mr. James Mueller? 

Mr. Mueller, will you identify yourself for the record and give your 
name, whom you represent here, and the address? 


STATEMENT OF JAMES MUELLER, EXECUTIVE SECRETARY, 
PLATING INSTITUTE OF MICHIGAN 


Mr. Muetter. My name is James Mueller; I am a practicing attor- 
ney. I have offices at 3800 Fourth Street, in Lincoln Park, Mich., a 
suburb of Detroit. 

For the past 5 or 6 years I have been retained as executive secre- 
tary by the Plating Institute of Michigan. It is a trade association 
composed of job-shop platers in the greater Detroit area, and we 
have one member in northern Ohio. 

I would simply like to state that the experiences of the job-shop 
platers in the Greater Detroit area is similar to that which has been 
experienced by the others whose testimony you have heard. 

We have lost a number of members because of the fact that they 
have gone out of business, attributable, in part, to the fact that they 
were not able to acquire adequate nickel supplies. 

The position of the platers, the job platers, in the Detroit area is 
that, first of all, we et cetaaetian the need for defense requirements. 
But as to that nickel which is for nondefense purposes, we feel that it 
is not properly being allocated. 

Our thoughts are that if, on the distribution setup, the job-plating 
portion of the electroplating industry were segregated into one group 
rather than to lump in all electroplating requirements, then on such 
a setup the job plater would be more likely to get his equitable share. 

I would like to point out further that with regard to the availability 
of nickel, it is the consensus of all the job platers in that area that one 
can get all of the nickel one can use, provided that you can afford it. 
The prices quoted vary from the $2.50 to $3.50 per pound that you 
have heard others talk about. 

Mr. Noone. These sources that offer nickel, are they in the Detroit 
area, Mr. Mueller ? 

Mr. Murtier. There are some in the Detroit area. I might point 
out that I have a listing of my office in the classified section of the 
telephone directory under the heading of “Plating,” and as such I am 
on the list of all of the various companies, so I get innumerable letters 
from all over the country, from Washington and several firms in New 
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York, and so forth, but there are sources available in the Greater 
Detroit area is my understanding. 

Mr. Noone. In what quantities do they offer their nickel 

Mr. Mvuexier. Generally, in the written letters they say, “We can 
supply your requirements,” without limiting the quantity. 

Mr. Noone. Do any of your customers avail themselves of these 
offers, any of the members of your association ¢ 

Mr. Muetzer. Yes, I know that they do. 

Mr. Noone. Do they get anodes from those suppliers, those brokers / 

Mr. Mvuetier. Yes, they can. 

Mr. Noone. And in what quantities? 

Mr. Mvuettrr. That, I am not prepared to state. I am sure I do 
not a 

Mr. Noone. Do you have any idea as to where the brokers acquire 
this nickel? 

Mr. Mve ter. No definite information, only the supposition that is 
common throughout the industry, that scrap is channeled into that di 
rection, and so forth. 

We hear rumors, for example, if I may go into the realm of rumor, 
about the situation whereby a scrap dealer who is the owner of a large 
amount of nickel-bearing scrap, he cannot financially convert that into 
usable nickel for plating. 

However, that scrap containing nickel can be used in the production 
of steel. So that we hear rumors again to the effect that that nickel 
bearing scrap is very easily used in the making of steel, so it is a simple 
matter to make a trade for pure nickel, perhaps, that some steel com- 
pany may have. That then is channeled into the black market. 

Mr. Noone. Do you have any indication in your area among your 
acquaintances in the plating industry of any substantial diversion of 
defense nickel to brokers ? 

Mr. Mvetier. None to my knowledge. 

Mr. Noonr. How frequently does it occur that a nickel-plater has 
excess supplies which he might sell to brokers ¢ 

Mr. Mvetier. Well, I have never heard of any plater who is a mem- 
ber of our group or any other job plater in the area, having enough 
nickel on hand that he can sell it to others, although it is a facetious 
comment, often made, a fellow says, “I can make more money selling 
my allotment than I can plating. ”~ T certainly know of no such in- 
stance, however. 

Mr. Noone. Mr. Palik from Cleveland testified earlier there had 
been a number of thefts of nickel in the Cleveland area. Have there 
been any thefts that have come to your attention in the Detroit area? 

Mr. Mvenier. Yes, there have been a number of thefts. Fortu- 
nately, I would say, and I do not know whether it is because of our 
clean living or what, but few of them have taken place from among 
our membership. 

I would point out, however, that the Detroit Police Department 

early in this nickel-shortage period contacted our association and 
asked us to forward them detailed information as to location of plants 
and so forth, and we know, from our own observation, they have been 
policing them very well. 

Mr. Noone. Can you estimate the volume of nickel that has been 
stolen from platers in the Detroit area, say, in the past year? 
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Mr. Muetzer. No, sir; I could not. 

Mr. Noonr. That is all I have, Mr. Chairman. 

The Cuatrman. Thank you very much, Mr. Mueller. 

Mr. Mvuewier. Thank you. 

The Cuarman. Mr. James L. Clifford, will you come around / 

Mr. Clifford, will you identify yourself to the reporter for the 
record / 


STATEMENT OF JAMES L. CLIFFORD, DISTRICT MANAGER, 
THE UDYLITE CORP. 


Mr. Ciirrorp. James L. Clifford, the Udylite Corp., 5828-25 Queens 
Boulevard, Woodside, N. Y. I am district manager for the U ‘dylite 
Corp. in the East. 

Mr. Noone. Mr. Clifford, we would like to question you regarding 
sales of nickel by Udylite, New York, to two New York companies, 
Style Art Products C 6., and the Bond Street PI: ating Co., both located 
on Bond Street in New York City. 

Can you tell us what quantity of nickel you have sold to those two 
companies in the past 2 years ¢ 

Mr. Currrorp. For the year 1955 Bond Street Plating received 
12,095 pounds; Style Art received 3,035 pounds, all on DO rated 
orders. 

Mr. Noone. That means that according to their claims, all of the 
nickel which they purchased from you was to be used for defense 
production ; is that right ¢ 

Mr. Currrorp. Right, sir; exactly. 

Mr. Noonr. Do you have samples of their orders showing their 
claims as to defense orders? 

Mr. Crrrorp. Yes, sir. 

Mr. Noone. I think we should have those photostated. 

Mr. Cuirrorp. I have the 1955 records, but I can get 1954 for you. 

Mr. Noone. 1955 will be adequate for our purposes. 

Mr. Cuirrorp. All right. 

(The following are reprints of the DO orders referred to:) 


Exursir No. 11 


StyLte Arr Mera Propucts, 

New York, N. Y., July 21, 1955. 
THE UDYLITE Corp. 

Long Island City, 1, N. Y. 

DeaR Sir: Please ship us the following material under D. O. B—5 for delivery 
September 12, 1955. 

1,000 pounds rolled depolarized nickel anodes 24 inches long. 

Very truly yours, 
V. CUTATA. 


Sryte Art Metar Propwcts, 


New York, N. Y., June 21, 1955. 
Tue UbYLITE Corp. 


Long Island City 1, N. ¥. 

GENTLEMEN: Please send us the following material: 1,000 pounds of 24-inch 
rolled depolarized nickel anodes under D. O. B—5 for delivery week of July 11, 
1955. 

Thank you. 

V. Curata, PARTNER. 
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Bonpb Street Piatrine & Potisuine Co 


New York, N. Y., duly 21, 1955 
Upy.itre Corp.. 


Long Island City, N. ¥. 
GENTLEMEN : Please enter our order for the following material: 
2,000 pounds rolled depolarized nickel anodes, 36 inches long, under DO B-~ 
for delivery September 6, 1955. Thank you 
Respectfully yours, 





Howarp CHAIMs 

Mr. Noonr. Do you know the plating capacity of Style Art Prod. 
ucts and Bond Street Plating Co. ? 

Mr. Cuirrorp. I only know it by reports from my men, I person- 
ally have not seen it. In terms of capacity, platingwise, very, very 
small. 

Mr. Noone. But about how much? 

Mr. Cuirrorp. If we are talking in terms of how many pounds of 
nickel that they could consume—— 

Mr. Noone. Yes. 

Mr. Cuiirrorp. Bond Street Plating, 300 pounds per month. 

Mr. Noone. Or 3,600-——— 

Mr. Currrorp. On an 8-hour day. 

Mr. Noone. That would be 3,600 pounds a year. 

Mr. Cuirrorp. Style Art, I am not so sure have a plating tank. 
They might have a 50-gallon tank or presumably 50 pounds a month. 

Mr. Noone. Or 600 pounds a year 

Mr. Cuirrorp. That is right. 

Mr. Noone. So that Style Art, with a capacity to use 600 pounds, 
received 3,000; Bond Street, with a capacity of 3,600 pounds a year, 
received a total of 12,000 pounds; is that correct ? 

Mr. Currrorp. Yes. 

Mr. Noone. Did it come to your attention that these companies were 
buying in excess of the quantities they could use? 

Mr. Cuirrorp. Well, again, it is a matter of specifics, I presume. 
Through the grapevine it was very obvious to me they were getting 
much more than they could use. 

By the same token, we are not the policemen as far as the DO 
letters that were sent in. It was our position, as an order was received, 
to make up a master sheet; send it to our headquarters in Detroit, 
who would compile it for the whole country; then forward to Wash- 
ington for approval and release of the nickel. 

Mr. Noone. I think we should explain for the record a little more 
precisely what appears on the order for nickel with respect to DO 

rating, and enlarge upon your responsibility, as you see it, in releas- 
ing those orders. 

First, what does “DO” stand for? 

Mr. Currrorp. Defense order; and a symbol that follows it indi- 
cates the military application or group that is transferring the priority 
to us as the suppliers and, in turn, to the Government, to get the 
nickel. 

So that if a man—any letter, A through FE, is what we call an 
acceptable military priority for nickel. So the letter—an order 
comes in for, we will say, a thousand pounds of nickel anodes with 
a DO B-5 rating. The rating of those two numerals, B—5, is the 
Government code for its own records of the military agency or group 
to which nickel is allocated. 
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Mr. Noone. Does the order which you receive from the plater con- 
tain anything in addition to the priority letter and number to indicate 
what type of a defense contract he was working on? 

Mr. Currrorp. No, sir. 

Mr. Noone. Or what agency he was working for on the defense 
contract ¢ 

Mr. Currrorp, No; just those letters DO B, A, or C. 

Mr. Noone. Is my understanding correct, that your company first 
supplies the needs of all customers ordering nickel on defense ratings / 

Mr. Cuirrorp. Right, sir. 

Mr. Noone. Those orders are taken care of before you supply any 
nickel for nondefense purposes; is that correct ? 

Mr. Cuirrorp. Right, sir. 

Mr. Noone. You have stated that through means of the grapevine 
it came to your attention these two companies were ordering and 
receiving substantially in excess of the quantity of nickel they could 
possibly use in their production. 

Can you tell us just how that came to your attention? 

Mr. Currrorp. Well, again, it is just a matter of recognizing their 
capacity to consume the nickel in their shop, and the constant repeti- 
tion of their orders each month that 

Mr. Noone. Did your company do anything upon receipt of that 
information to verify it? 

Mr. Currrorp. We are, as I said, not the policeman on DO’s. We 
merely processed each order as it was received, and sent it in to 
Washington, and there was no policing on our part. 

The Cratrman. Let me ask a question there. If a DO comes in, 
now that indicates a priority standing; does it not? 

Mr. Currrorp. Right, sir. 

The Cuarrman. And you accepted that and sent that to your Detroit 
headquarters. What do they do with it? 

Mr. Currrorp. They make the master sheet and send it to Washing- 
ton—I am sorry—to International Nickel, and then, in turn, to 
Washington, to have allocated to us those or that amount of nickel 
covered by the DO-rated orders. 

The Cuatrman. Do you mean, then, that the only person ever to 
pass on whether or not it is genuinely for defense purposes is the 
statement of the purchaser that it isa DO? 

Mr. Cuirrorp. I am afraid you are right. 

The Cuatrman. If I wanted to buy, and I sent you an order and 
just said, “DO B-5,” then you would simply treat that as if it were 
coming in good faith, and nobody checks on it at all? 

Mr. Crirrorp. Well, I mean, how are you going to—you have to 
assume the company is either ethical or nonethical. 

The Cuarmman. I am not arguing with you. It can be done? 

Mr. Currrorp. I agree with you, Senator. 

The CuamrMan. It may require some legislation, and that is what 
I am driving at. It seem to me a rather loose way for business to be 
carried on 

Mr. Cuirrorp. Absolutely. 

The CHatrMan (continuing). When materials are as scarce as 
nickel seems to be. 

Mr. Cutrrorp. I agree with you. 
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The Cuatrman. And part of the purpose of these hearings is to 
determine whether or not we do need legvelas ion. Certainly, we have 
got to have some more careful and equitable handling of this, as I see 
it. 

Mr. Ciirrorp. Right. 

The Cuarrman. Go ahead, 

Mr. Noone. Did you receive an instruction or a request from BDSA 
in Washington to hold up on deliveries of nickel to Stlye Art Products 
and Bond Street Plating ? 

Mr. Cuirrorp. At the end of the year; yes, sir. 

Mr. Noone. That was at the end of 1955! 

Mr. Currrorp. Right. 

Mr. Noone. Did you do so? 

Mr. Currrorp. Yes, sir. 

Mr. Noone. Did you follow through to determine what Style Art 
Products and Bond Street Plating did with the nickel which they 
received from you in 1955? 

Mr. Cuirrorp. What do you mean by that / 

Mr. Noone. Did you either inquire at the company or inquire 
through BDSA as to the reason for the holdup on deliveries ¢ 

Mr. Cuirrorp. Well, as far as the companies themselves, no. I had 
no contact there at all. 

As far as the—I would say the Department of Commerce actually 
is where I had my conversation in regard to holding up the nickel. 

Mr. Noone. Did they tell you why they wanted you to hold it up? 

Mr. Currrorp. Because of the fraudulent DO ratings, that they 
were not based upon fact. 

Mr. Noons. Has it come to your attention in any way, what Style 
Art Products and Bond Street Plating did with the nickel which 
they received from Udylite ? 

Mr. Currrorp. Well, again, that would be just an assumption, not 
anything that I could say that anybody came to me and said the 
nickel was being not used for the plating of Government jobs. 

The Cuamman. Did you or anyone connected with your company 
every try to trace the nicked that you were selling to these 2 com- 
panies that constituted, as I understand it, 1 company ? 

Mr. Cuirrorp. No, sir. We never put a trace on it. When we 
received the order to stop shipment, we stopped shipment. 

The Cuarrman. What was that? 

Mr. Currrorp. When we received the order to stop shipment, they 
received no more nickel from the Udylite Co. 

The Cuaman. No more effort was made on your part to trace it? 
Do you know whether any agency of the Government or anyone else 
made a tracing of it? 

Mr. Cuirrorp. Subsequent to the end of the year and the beginning 
of this year, I know a lot of work was done by this group to find out 
what happened. That is as far as I know. 

The Cuarrman. But none of that was ever done by you or anyone 
of your company ? 

Mr. Currrorp. No, sir. 

The Cuarrman. Therefore, you are not able to testify as to what 
actually happened to them? 

Mr. Currrorp. No, sir. 
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Mr. Noone. With respect to the nickel which your company de- 
livered to Style Art Products, do you know whether that nickel was 
actually accepted by Style Art Products? 

Mr. Currrorp. What do you mean? Do you mean the customer 
itself ? 

Mr. Noonr. Was the delivery accepted by Style Art Products or-—— 

Mr. Cuirrorp. Let us say that in a shipment made by us to a cus- 
tomer, the customer signs a bill of lading, which copy is returned to us. 

Now, as regards the Style Art, the investigation had pointed out 
that our trucker would deliver to Style Art and receive imstructions 
to take it across the street, but that the bill of lading was signed by 
either party, either the Style Art or Bond Sreet. 

Mr. Noone. In taking it across the street, where was he taking it? 

Mr. Currrorp. To Bond Street Plating. 

The CuarrMan. At that point, Style Art has the address 43 Bond 
Street, and Bond Street Plating had the address of 28 Bond Street, 
just across the street from one another ¢ 

Mr. Cuirrorp. Just across the street. 

Mr. Noone. How frequently did that occur in 1955? 

Mr. Currrorp. All they received, Style Art, was 3,000 pounds in 
1955, which constituted three 1,000-pound shipments. ‘Two out of the 
three, from what I have been able to ascertain, was done in that 
fashion ; one was delivered direct. 

Mr. Noone. Did you ever inquire of Bond what they were doing 
with the additional nickel they were getting from you through Style 
Art? 

Mr. Cuirrorp. I had no contact at all, sir. 

The Cuatrman. Just for my own curiosity, let me ask you something 
about the operations. You get your nickel supply from International 
Nickel Co. ? 

Mr. Currrorp. Right, sir. 

The Cratrman. Do you get it in the same state in which you sell 
it? Do youdo any processing on it ? 

Mr. Cuirrorp. Yes, sir. The anodes are delivered to our plant in 
Detroit in long, maybe 17-, 18-foot lengths. We take it, the carbon 
type of anode, will cut it, drill and tap so that hooks can be applied 
by the customer to support the anode in the plating tank, and on the 
depolarized anodes, without being too technical, we treat that chemi- 
cally to remove the skin on the anode to make it suitable for plating. 

he CuamrMan. And then you sell it to the customers—— 

Mr. Currrorp. Job platers. 

The CuarrMan (continuing). That will do the final processing or 
will use it ? 

Mr. Currrorp. Plating; that is right, sir. 

The Cuarrman. Well, thank you very much. 

Just a moment; Mr. Noone wants to ask a question. 

Mr. Noone. One more question, Mr. Clifford, with respect to the 
order which you get from your customer and what it contained with 
respect to priority. 

these orders contain certificates ? 

Mr. Cuirrorp. No. Up to this discovery in the latter part of the 
year, the certification of the order was not on it. Since that time 

orders are now handled as follows: Every single order will have 


the DO, plus the rating, and must be certified under the DBSA or 
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the DMS regulation 1, and the original is then sent to our Detroit 
office. This applies for the whole country; and then, with that phys- 
ical evidence, application is made. 

Mr. Noone. What is the language of the certificate / 

Mr. Currrorp. It just says “Certified under DBS regulation 2,” or 
“Certified under DMS regulation 1.” 

Mr. Noone. And certified 

Mr. Cuirrorp. By an officer of the company. 

The CuarrMan. It isa self-certification ¢ 

Mr. Ciirrorp. That is right, sir. 

The CHatrman. Do you know whether or not there is a penalty 
prescribed in the law against false certification ¢ 

Mr. Cuirrorp. Yes, sir; I think there is. 

Mr. Noone. Were there any certificates involved in these deliveries 
to Style Art or Bond in 1955? 

Mr. CuirrorD. No, sir; that is the unfortunate part of it. 

The Cuatrman. It is only since the first of this year 

Mr. Cutrrorp. All orders, no matter who the company is—that is 
right. 

The CHarmmMan (continuing). That the certification was required. 
The other was a simple statement in a letter? 

Mr. Currrorp. That is right. 

The CHarrMan. Well, Mr. Clifford, we think the committee had bet- 
ter recess now until 2 o'clock. We want you not to leave, though, and 
to be here this afternoon when we meet at 2 o’clock. 

(Whereupon, at 12:30 o'clock p. m., the committee recessed, to re- 
convene at 2: 00 o'clock p. m., of the same day.) 








AFTERNOON SESSION 


The CuarrmMan. Let the committee come to order, please. 

As the chairman of the committee, | wish to make a brief state- 
ment before we start the afternoon’s session. 

It had been our purpose to take testimony under oath. However, 
under the rules adopted by this committee, and the rules generally 
prevailing in the Senate, two members of the committee must be pres- 
ent for the purpose of taking sworn testimony. We had had assurance 
that we would have another member of the committee here through- 
out the day, but unforunately, he has not been able to get here. There 
fore, it is necessary to waive the requirement of sworn testimony. 

We assume that every witness will seek to tell the truth. I will say 
this, that in the event conflicts and contradictory statements develop 
making it impossible for us to tell what the real situation is, it will 
be our purpose to continue the hearings until such time as we do have 
the required number of Senators present in order to elicit sworn testi- 
mony. 

Personally, I hope very much that it will not be necessary. All we 
are trying to do here is simply to get the facts in order that we may 
arrive at a sound conclusion as to what should be done, if anything, 
in order to make certain that there is equitable distribution of this 
scarce material, nickel; and that it is done in accordance with the law 
and with the intent of Congress in setting up the various provisions 
that have been written into the law, and also in allowing the policy of 
self-discipline. 
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It may be necessary to amend the law. We go into these hearings 
in a purely objective manner in order to try to arrive at the correct 
decision on what ought to be done, if anything, and I certainly ask 
and anticipate the cooperation of all the witnesses, even though it is 
necessary for me to proceed alone, so far as the membership of the 
committee is concerned. 

For this afternoon, our first witnesses will be Mr. Saul Kaufman 
and Mr. Howard Chaims. 

I understand that you gentlemen are present. 

Mr. Kaurman. Yes, sir. 

The Cuairman. And you do intend to appear jointly; are you not 
partners in business? 

Mr. Kaurman. That is right. 

The CHairman. Come around then, will you please. Sit wherever 
you please. 


STATEMENTS OF SAUL KAUFMAN AND HOWARD CHAIMS, BOND 
STREET PLATING & POLISHING CO., NEW YORK; ACCOMPANIED 
BY LEON E. CHERNIS, AS COUNSEL 


Mr. Cuernis. My name is Leon E. Chernis, an attorney from New 
York. 

The CHarrman. Spell that. 

Mr. Cuernis. C-h-e-r-n-i-s. 

The CHarrman. Chernis. 

Mr. Cuernis. 565 Fifth Avenue, New York City. 

The CHarrman. Identify the other two gentlemen, by name and 
business. 

Mr. CueErnis. Give your names. 

Mr. Kaurman. Saul Kaufman, 28 Bond Street, New York, is the 
business. 

My home address is 22408 Stronghurst Avenue, Queens Village, 
mi os 

Mr. Cuarms. Howard Chaims, 26-25 141st Street, Flushing, Long 
Island. 

Mr. Cuernis. Mr, Chairman, I respectfully state at this time that 
after consulting with my clients I have advised them that any answers 
they give in this matter might tend to incriminate them, and they can 
so answer on my advice as attorney, and to give just their name and 
address. 

Now, I say this in advance so that the chairman will be prepared 
for it. 

The CHareman. All right. 

Take it, Mr. Odom. 

Mr. Ovom. May I ask first, which one of you gentlemen would like 
to be the spokesman? Mr. Kaufman? 

Mr. Kaurman. Yes. 

Mr. Ovo. Is that satisfactory to you? 

Mr. Kaurman. Yes, sir. 

Mr. Ovom. What business are you in, Mr. Kaufman? 

Mr. Kavrman. Sir, I can’t answer on advice of my attorney that the 
answer might be self-incriminating. 
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Mr. Opom. Are you informing the committee—is it your testimony 
that if you told the committee the type of business that you are in, 
that it would tend to incriminate you ! 

Mr. Kaurman,. Yes, sir. 

Mr. Ovom. What is the name of the business that you are operating ¢ 

Mr. Kavrman. Bond Street Plating & Polishing Co. 

Mr. Opom. Is that a sole proprietorship, partnership or corpora- 
tion ¢ 

Mr. Kaurman. A partnership. 

Mr. Opom. Who are the partners to that business / 

Mr. Kacrman. Saul Kaufman and Howard Chains, sir. 

Mr. Ovom. Is the Mr. Chaims the one on your left: is | 
the business / 

Mr. Kaurman. Yes, sir. 

Mr. Opom. What isthe nature of your business ¢ 

Mr. KaurmMan. I can’t answer that, sir; same ground. 

Mr. Opnom. How long have you been in business at Bond Street 
Plating & Polishing Co. ¢ 

Mr. KavurmMan. Same answer: on the same grounds. 

Mr. Ovom. You told the committee that you are in business as the 
Bond Street Plating and Polishing Co. Is that the name of the 
business; is that correct / 

Mr. Kaurman. Yes, sir. 

Mr. Ovom. How long have you been in that business / 

Mr. Kavurman. | can't answer that, sir: on the same growndl. 

Mr. Opom. On what ground / 

Mr. Kaurman. On the ground that it might be self-incriminating, 
sir. 

Mr. Opom. Where is your business located ¢ 

Mr. Kaurman. 28 Bond Street, New York City, sir. 

Mr. Opom. Are you familiar with the business entitled “Style Art 
Metal Products” ? 

Mr. Kavurman. I can’t answer that, sir; on the same ground. 

Mr. Opom. Do you know where the Style Art Metal Products is 
located ? 

Mr. Kavurman. I can’t answer that, sir: on the same ground. 

Mr. Opom. Are you familiar with the—will you tell us first the 
address of your business, Bond Street P lating & Polishing Co. 

Mr. Kaurman. 28 Bond Street, New York City, sir. 

Mr. Ovom. Do you know where 43 Bond Street, New York City, i 

Mr. Kaurman. I can’t answer that, sir; on the same ground. 

Mr. Opom. Is 43 Bond Street directly across the street from 28 
Bond Street, New York, N. Y.? 

Mr. KaurMan. Same answer, sir; on the same ground. 

Mr. Ovom. Do you know a Mr. V. Cutaia ¢ 

Mr. Kaurman. I can’t answer that, sir; on the same ground. 

Mr. Opom. Were you in business during the months of May through 
December 1955 ? 

Mr. Kaurman. I can’t answer that, sir: on the same ground. 

Mr. Opom. Were you in business specifically on September 28, 1955 ? 

Mr. Kaurman. I can’t answer that, sir: on the same grounds. 
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Mr. Onom. Now, you have told this committee that you are in busi- 
ness, and that you are doing business under the name of Bond Street 
Plating & Polishing Co. 

Mr. KaurMan. Pas. sir. 

Mr. Opom. I would like to ask you if the Bond Street Plating & 
Polishing Co., a partnership, partners—you and Mr. Chaims were 
in business on September 28, 1955. 

Mr. Kaurman. I can’t answer that, sir; on the same ground. 

Mr. Opom. What type business were you in on September 28, 1955 ! 

Mr. KaurMman. I can’t answer that, sir; on the same ground. 

Mr. Ovom. Are you familiar with the handwriting of Mr. Howard 
Chaims? 

Mr. Kaurman. I can’t answer that, sir; on the same ground. 

Mr. Opom. You know Mr. Chaims, don’t you? He is the gentleman 
on your left, right there. 

Mr. Kaurman. Yes, sir. 

Mr. Opom. You have seen his handwriting, have you not? 

Mr. Kaurman. Yes, sir. 

Mr. Ovom. Well then, you have on several occasions, or on one oc- 
casion, seen him write his name? 

Mr. Kavurman. I can’t answer that, on the same ground. 

Mr. Opvom. But you testified to this committee already that you 
have seen him write his name, haven’t you ? 

Mr. Kaurman. I can’t answer 

Mr. Ovom. Just a moment, we will refer to the reporter. 

Has this gentleman answered the question previous to this time, 
whether he has seen Mr. Chaims’ writing his name? 

(The record was read by the reporter, as follows :) 





Mr. Opom. You have seen his handwriting, have you not? 

Mr. KAuFMAN. Yes, sir. 

Mr. Cuernis. Excuse me, Mr. Chairman. At this time may I re- 
spectfully object to this line of examination in view of my statement 
that the witnesses, upon advice of counsel, are refusing to answer all 
questions but their names and addresses, on constitutional grounds, 
and I believe that these questions, while they are perfectly proper, 
only tend to compel them to answer questions which they have already 
stated they will not answer. 

I renew my objection to this line, Mr. Chairman. 

Mr. Onom. Mr. Chairman, this is a privilege that a witness himself 
might take advantage of, if he is otherwise entitled to his privilege. 
The questions have been presented to the witness. On occasion, the 
witness has refused to answer the questions on the ground that the 
answer might tend to incriminate him; on other occasions, the wit- 
ness has elected his privilege to answer the question, notwithstanding 
anything his counsel may have said in the past, the witness has elected 
to answer, which he has a perfect right to do and is perfectly privi- 
leged to do. 

Surely, counsel does not contend that those questions already an- 
swered are not properly before this committee for its consideration. 

Mr. Cuernis. I do. I respectfully contend that the position taken 
by the witness is clear, and, Mr. Chairman, I believe you well know 
that any question that may be in a chain of events may be very dam- 
aging to a person, though appearing to be very innocently put; and 
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since he has declared his intention that he will answer no questions, 
except the name and address, | believe all other questions are improper. 

The Cuarrman, As I understand what the counsel contends, coun- 
sel for the committee here : that when a witness answers certain ques- 
tions, even though he has claimed the right not to answer, then other 
questions pertinent to that same matter are proper; and his contention 
is that, having answered the question that he knew his handwriting, 
that it would be proper to continue that particular line of quest ne, 

I think, eebeesinadey: the argument that he presents is right, but I 
certainly recognize the right, under the Constitution, if a witness wants 
to avail himself of it, for him to decline to answer questions to which 
the answering may be self-incriminating. 

And, it seems to me that if the witness wants to avail himself of 
that, there is little opportunity for this committee to develop the facts 
that would be helpful to us, and, therefore, | would sustain the objec- 
tion that has been made by the attorney for the witnesses. 

Mr. Ovom. Mr. Chairman, for the purposes of the record, may I 
ask this question again of Mr. Kaufman- 

The CuatrmMan. I would suggest you ask questions of Mr. Chaims 
regarding the letter and read the letter into the record. 

Mr. Opvom. Mr. Chaims, you are familiar, are you not, with the 
letterhead of Bond Street Plating and Polishing Co.¢ Are you? 

Mr. Cuatms. I refuse to answer on the advice of counsel. 

Mr. Ovom. Well, now—— 

Mr. Cuernis. On the ground it may tend to incriminate him. 

Mr. Ovom. Under what amendment to the Constitution ¢ 

Mr. Cuernis. Fifth, and every other amendment that has jurisdic- 
tion. 

Mr. Onom. Specifically, what is your ground for refusing to answer 
the question that has been put to you by counsel ? 

Mr. Currnis. The ground his testimony may tend to incriminate 
him. 

Mr. Opom. I show you, Mr. Chaims, a letter, on the letterhead of 
the Bond Street Plating & Polishing Co., and ask you whether that 
is your handwriting on that letter. 

Mr. Cuernis. Same objection. 

Mr. Cuarms. Refuse to answer that latter on the ground of self- 
incrimination. 

Mr. Ovom. Have you ever seen this letter before ? 

Mr. Cuarms. Same reply, sir. 

The Cuamman. I didn’t catch it. 

Mr. Opom. Same reply, sir. 

Mr. Kaurman. Yes. 

Mr. Opom (continuing). I hand you a letter, at least a piec e of 
paper, which purports to be a letter, on the letterhead of Bond Street 
Plating & Polishing Co., and ask you whether you have ever seen 
that letter before. 

Mr. Kavurman. I can’t answer that, sir, on the grounds it may 
incriminate me. 

Mr. Opvom. Do you recognize the handwriting on that letter? 

Mr. Kavrrman. I can’t answer that on the ground it might in- 
criminate me. 

The CuHatrrman. What about the letterhead, Mr. Kaufman? Is 
that the letterhead of your firm ? 
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Mr. Kavurman. I can’t answer that, sir, on the—for the same 
reason. 

The Cuarrman. I will read this letter. 

At the top, on the right-hand side, it has the name “Howard 
Chaims.” 

Now, Mr. Chaims, that is your name, is it not? 

Mr. Cuaims. That’s right. 

The Cuarrman. Howard Chaims. 

And then, the principal line across says: “Bond Street Plating & 
Polishing Co.” 

That is the name of the firm that Mr. Kaufman testified that you 
all were partnersin. ‘That much is correct, is it not? 

Mr. Cuernis. That’s right. 

Mr. Cuarms. That is right. 

The Cuarrman. It has under it: 


Plating: Copper, Brass, Nickel, Gold, Chrome—Polishing—Lacquering. 


That is descriptive of the type of work that your firm carries on? 

Mr. Cuarms. Sir, I didn’t hear your question. 

The Cuarrman. I said that is descriptive, is it not, of the work that 
your firm carries on ? 

Mr. Cuarms. I refuse to answer that question. 

The Cuarrman. Allright then. 

Tt has “28 Bond Street, New York 12, New York.” 

Now, Mr. Kaufman has admitted that is your address. That is 
correct, is it not ? 

Mr. Cuarms. Yes, sir. 

The Cuarrman. Then. it has: “Phone Gramerey 7—5685.” 

Is that your telephone number at the business ? 

Mr. Cuatms. Refuse to answer that on the ground of self-incrimi- 
nation. 

The Cuatrman. What is your answer, Mr. Kaufman? 

Mr. Kaurman. The same answer as he has, sir. 

The Cuatrman. I will read this letter, dated September 28, 1955. 


Exnuipit No. 12 


Bonp STREET PLATING & POLISHING Co., 
New York, N. Y., September 28, 1955. 
Upy tite Corp., 
Long Island City, Long Island. 


GENTLEMEN: Please enter our order for the following material for delivery 
November 14, 1955, under DO B-5; 2,000 pounds rolled depolarized nickel anodes, 
24 inches long. 

Thanking you for your kind attention and prompt service, I remain, 

Respectfully yours, 
Howakp CHAIMS. 


Now, Mr. Chaims, I will ask you, did you write that letter? 

Mr. Cuarms. I refuse to answer that question on the ground of self- 
incrimination, sir. 

The Cuarrman. Are you familiar with the Udylite Corp. ? 

Mr. Cuarms. I can’t answer that question, either, sir. 

The Cuarmman. Mr. Kaufman, are you familiar with the Udylite 
Corp. ? 

Mr. Kaurman. Same answer, sir. 
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The Cuarrman. Now, I will ask both of you this question. You 
can answer it in turn; it may have already been asked, I am not sure: 

Are you familiar with the Style Art Metal Products, manufacturers 
of metal novelties, costume jewelry, and picture frame accessories, 4 
Bond Street, New York—Mr. Chaims ¢ 

Mr. Cuars. I can’t answer that question. 

The CramMan. Mr. Kaufman ‘ 

Mr. Kaurman. Same answer, sir. 

The Cuarrman. Do you have any connection with that company ‘ 

Mr. Kaurman. Same answer. 

The Cuarrman. Mr. Chaims ? 

Mr. Cuars. I can’t answer that either, sir. 

The Cuarrman. What is that? 

Mr. Cuarms. I can’t answer that question either, sir. 

The Cuamman. Well, I will read the letter, dated September 2s 
1955, the same date as the other letter : 
Tue Upy.yte Corp., 

Long Island City 1, N. ¥. 


Deak Srr: Please send us 1,000 pounds of 24-inch rolled depolarized nickel 
anodes under DO B-5, to be delivered the week of November 7, 1955. 
Thank you. 
Very truly yours, 


V. Corara, Partner. 


Do you know anything about that letter, Mr. Kaufman ? 

Mr. Kaurman,. I can’t answer that, on the same ground. 

The Cuarrman. Mr. Chaims? 

Mr. Cuars. I can’t answer that, sir. 

The Cuarrman. And there is another letter dated August 22, 1955, 
on the same letterhead, addressed to the same address, reading as 
follows: 

Dear Sir: Please send us 1,000 pounds rolled depolarized nickel anodes 24 
inches long, for delivery October 11, 1955, under DO B-5. 

Thank you. 

Very truly yours, 
V. Curata, Part. 

Abbreviation for “Partner.” 

Do you know anything about that letter? 

Mr. KavurMan. Same answer, sir. 

Mr. Cuarms. I can’t answer that question, sir. 

The CuHarrman. When this nickel was delivered under either or 
both of these orders, or was to have been delivered, did you instruct 
the person that was to deliver it, to deliver it across the street—I 
withdraw that; I think it worked the other way. 

Now, Mr. Chaims, and Mr. Kaufman, you said that your business 
was Bond Street Plating & Polishing Co., at the address shown, and 
that your business was plating copper, brass, nickel, gold, chrome, 
polishing, lacquering, and so forth. In carrying on that business, 
did you have any DO B-5 classification or certification ? 

Mr. Cuarms. I can’t answer that question, on the ground of 
sel f-incrimination. 

The Cuarman. Mr. Kaufman? 

Mr. Kavurman. The same answer, sir. 

The Cuarrman. Mr. Kaufman and Mr. Chaims, do you know Mr. 
William D. Amis of this committee ? 
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Mr. Cuarms. I can’t answer that question, sir. 

The Cuamman. How about that, Mr. Kaufman? 

Mr. Kaurman. I can’t answer that question, either, sir. 

The Crairman. Well, I will ask you this: Do you know this gen- 
tleman sitting right here at the corner of the table—Mr. Chaims? 

Mr. Cuarms. I can’t answer that question, sir. 

The Cuarrman. Mr. Kaufman? 

Mr. Kaurman. I can’t answer that question, sir. 

The Cuatrman. Have you ever seen—stand up, Bill. ‘ 

(Mr. Amis arose and stood momentarily.) 

The CHarrman. Have you ever seen that gentleman before, Mr. 
Chaims? 

Mr. Cuars. I can’t answer that question, sir. 

The Cuarrman. Mr. Kaufman ? 

Mr. KaurMan. Same answer, sir. 

The Cuatrman. As a matter of fact, is it not true that you talked 
with this gentleman (who is Mr. Bill Amis, a member of the staff of 
this committee, and who will testify later), on April 19, 1956, at the 
Bond Street Plating & Polishing Co., 28 Bond Street, New York City, 
between 9:30 and 10 o’clock in the morning. Is that true? 

Mr. Kaurman. I can’t answer that, on the same ground. 

The Cuatrrman. Mr. Chaims? 

Mr. Cuarms. I can’t answer that question, either, sir. 

The Crarrman. Isn’t it true that Mr. Amis asked to see the records 
of the nickel that your firm had purchased and used on Government 
contracts for the year 1955, and, Mr. Kaufman, isn’t it true that you 
told him—this whole question is addressed to Mr. Kaufman and not 
to Mr. Chaims right now—Mr. Kaufman, you told him that the records 
were at your home and could not be seen ? 

Mr. Kaurman. I can’t answer that, sir, on the same ground. 

The Cuarrman. And Mr. Chaims, then did you not tell Mr. Amis 
that you were extremely busy, and that you would prefer that he come 
back at some later date ? 

Mr. Cuarms. I can’t answer that question, sir. 

The CHarrman. And isn’t it true that Mr. Amis advised you that 
he would not be in New York very long and it was necessary for him 
to examine the records then, if possible / 

Mr. Cuarms. I can’t answer that question, sir. 

The CHatrMan. What about you, did you, Mr. Kaufman? 

Mr. Kavurman. I can’t answer that question, sir, on the same ground. 

The Cuarrmman. And then, Mr. Chaims, isn’t it true that you stated 
to him that you had been advised by your attorney not to make any 
of your records available to Government men ? 

Mr. Cuarms. I can’t answer that question, sir. 

The Cuatrman. And then didn’t you call your attorney and talk 
with him while Mr. Amis was there? 

Mr. Cuarms. I can’t answer that question, sir. 

The Carman. And explained to your attorney that Mr. Amis 
wanted to examine only those audits pertaining to the nickel used in 
Government contracts, and that it would be done at the company’s 
convenience, preferably to examine them in your office, rather than 
having you bring them to Washington for examination ¢ 

Mr. Cuars. I can’t answer that question, sir. 
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Mr. Cuernis. Mr. Chairman, may I at this time merely state for 
the record that I have just been retained last night. If there are any 
references to any attorney, as far as I am concerned, I was not in 
this matter. 

The Cuarrman. I should have called his name—Laufgraven. 

Mr. Cuernis. Thank you, sir. 

The CHamman. After some little time spent on that, isn’t it true 
that Mr. Amis began to question both you and Mr. Kaufman—and 
you, Mr. Chaims, regarding your operations and that you gave him 
the information that you had been in business since September 1947. 

Mr. Kaurman. I can’t answer that, sir, on the same ground. 

The Cuarrman. How about that, Mr. Chaims ¢ 

Mr. Cuars. I can’t answer that question, either, sir. 

The Cuarrman. May I ask you, sir, have you been in business since 
September 1947 ¢ 

Mr. Cuarms. I can’t answer that question, sir. 

The CuairmMan. How about Mr. Kaufman? 

Mr. KaurmMan. Same answer, sir. 

The CuairMan. And isn’t it true that you told Mr. Amis that you 
had no historical background for the purchase of nickel, and had been 
able to operate for some time on nickel which you had found with 
the business when you purchased it in 1947 ¢ 

Mr. Kaurman. I can’t answer that, sir, on the same ground. 

The Cuarrman. How about you, Mr. Chaims 

Mr. Cuaims. I can’t answer that, sir. 

The CuarrMan. Isn’t it true that you stated you used all your nickel 
and became desperate in order to keep the business going and that 
you had kept hounding a Mr. Smith, a shipping clerk of Udylite, to 
furnish ee and finally Mr. Smith said he would make a deal with 
you, and told you how to place your orders with the Udylite by just 
using a DO rating such as DO B-5, as was used in the letter written 
on your letterhead ; ; is that true, Mr. Chaims / 

Mr. Cuarms. I can’t answer that question. 

The Cuarrman. Mr. Kaufman? 

Mr. Kaurman. Same answer, sir. 

The CuatrmMan. And isn’t it true that you told him that you had 
been following that procedure in getting nickel since that time? 

Mr. KaurMan. Same answer. 

Mr. Cras. I can’t answer that question, sir. 

The Cuarrman. Isn’t it true that on that occasion you told Mr. 
Amis that your business, your outfit, company, partnership had a 300- 
gallon tank and used a thousand ampere rectifier and that you had had 
only a few small Government orders and that the reason you had or- 
dered nickel on DO ratings was because you were desperate for nickel 
and had to resort to any means to get it, and it had been used for the 
purpose, primarily for the purpose of carry ing on civilian business 4 

Mr. Cuarms. I can’t answer that question, sir. 

The Cuarrman. How about that, Mr. Kaufman? 

Mr. Kaurman. Same answer, sir. 

The Cuatrman. I will ask you to verify, if you will, what we can 
prove by the record of Udylite, as I underst: ind it, that is that that 
company shipped you 14,000 pounds in 1955, and that during that 
same year—well, that they shipped to you 14,000 pounds in 1955; is 
that correct, Mr. Chaims? 
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Mr. Cuarms. I can’t answer that question. 

The CHairman. Is that right, Mr. Kaufman? 

Mr. KaurMan. I can’t answer that question, sir. 

The CHatrman. How much did you use in 1955 in your business! 

Mr. Cuatms. I can’t answer that question, sir. 

The Cuamrman. Mr. Kaufman? 

Mr. Kaurman. Same answer, sir. 

The Cuarrman. Do you know whether or not this is true, as the 
record will show: That the Udylite shipped Style Art, a business at 
43 Bond Street, during 1955, 3,000 pounds ¢ 

Mr. Kavurman. I can’t answer that, sir. 

The Cuarrman. And is it not true that that nickel, that according 
to the records of Udylite was shipped to Style Art at 43 Bond Street, 
was actually delivered to your place of business at 28 Bond Street ? 

Mr. Kaurman. I can’t answer that, sir. 

Mr. Cuarms. I can’t answer that question, either, sir. 

The CHarrman. Mr. Chaims and Mr. Kaufman, 1 will put this 
question to Mr. Kaufman, first: 

Under the subpena under which you came here, you were com- 
manded to bring with you all books and records in your custody and 
which may relate to purchases or sales of nickel by you or Bond Street 
Plating and Polishing Co. from January 1, 1955, te date. Do you 
have those books available? 

Mr. Cuernis. Mr. Chairman, may I respectfully state that 1 have 
advised them that since they are doing business in their own names 
and the books are their personal records, that they can refuse to bring 
them upon the same ground, and I so state to you. 

The CHarrmMan. Well, have you taken into consideration the fact 
that. the subpena was addressed to each one individually ? 

Mr. Cuernis. Yes, sir. 

The CHatrmMan. And each one individually was commanded to 
bring the books and records of his own business or of the partnership 
under the name of Bond Street Plating and Polishing Co. ? 

Mr. CHernts. Yes. 

The Cuarrman. And yet, in the face of that you advised them that 
they do not have to produce them ? 

Mr. Cuernts. I feel any records of any transactions that tend to 
incriminate them, which they have translated into writing, would be 
the same as though they were testifying against themselves. 

The Cuatrrman. You put your reliance on that, that the records or 
books, if produced, might tend to incriminate them ? 

Mr. Cuerntis. I do that very respectfully. 

The Cuarrman. Do you, on the basis of that advice from your 
attorney, refuse to present } your books, Mr. Kaufman / 

Mr. Kauraan. Yes, sir, 

The CuatrmMan. Mr. Chaims, I will put the same question to you: 

A subpena was issued to you, Mr. Howard Chaims, and under it 
you were directed to bring with you all books and records in your 
custody and which may relate to purchases or sales of nickel by you, 
or Bond Street Plating & Polishing Co. from January 1, 1955, to date. 

Have you brought those books with you ? 

I will put it the other way: 
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Your attorney has told us of his advice to you. Do you, under the 
advice of your attorney, decline to present those books on the ground 
that they might iner iminate you? 

Mr. Cuarims. Yes, sir. 

The Cnamman. Well, gentlemen, let me say—TI naturally am dis 
appointed that you do not cooperate with us. I think undoubtedly 
proof can be made of the facts that I have alleged, and as I said a while 
ago, our hope is to find out what the facts are in order that we may 
guide cuales in making recommendations pertaining to legisla 
tion, and also pertaining to the regulations, even to the self-policing 
by the industry. 

But, you have availed yourself of the fifth amendment, as you have 
a right to do, under the Constitution, and I know of nothing further 
that I could do. 

You said you had a statement you wanted to present 

Mr. Cuernts. No, sir. 

The Cuarrman. I thought you said you had a statement you wanted 
to present to the committee. 

Mr. Cuernis. No, sir, not at all. 

The Cuairman. Oh, you meant the oral statement at the beginning, 
I am sorry. I thought you had a written statement you wanted to 
make. 

Mr. Cuernis. No, sir. 

The Cuatrman. That will be all. 

Mr. Cuarms. Thank you. 

The Cuatrman. I would appreciate it if you would stay here until 
we conclude the hearing this afternoon. 

Mr. Cuernis. We will. 

The Cuarrman. I will ask Mr. Bill Amis, a member of this com 
mittee staff, to take the stand. 


STATEMENT OF WILLIAM D. AMIS, PROFESSIONAL STAFF MEMBER, 
SELECT COMMITTEE ON SMALL BUSINESS, UNITED STATES 
SENATE 


The Cuairman. Mr. Amis, you are a member of this committee staff ? 

Mr. Amis. I am. 

The CuarrMan. How Jong have you been / 

Mr. Amis. About 5 years. 

The Cuarrman. Did you go to New York to check into this matter 
of the use of nickel by Bond ‘Street Pl: ating and Polishing Co., a part- 
nership consisting of Mr. Howard Chaims and Mr. Saul Kaufman? 

Mr. Amis. I did. 

The CHarrman. Will you just relate for the committee’s record 
just what took place and the facts you found out in connection with it / 

Mr. Amis. I first visited the Udylite Corp. and checked their records 
to determine how much nickel had been delivered to this company 
during 1955. 

The Carman, That is T Jdylite’s office in the New York territory / 

Mr. Amis. Yes, sir. 

The Cuairman. Out on Long Island? 

Mr. Amis. Yes, sir; 5828 Queens Boulevard, Woodside, N. Y. 
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Then I went to the Bond Street Plating & Polishing Co. at 28 Bond 
Street, in lower Manhattan, on April 19, 1956. I arrived there 
around 9, 9:30, or 10, and I first saw Mr. Kaufman. I showed him 
my credentials and asked him to show me his records of the nickel 
which he had purchased and used on Government contracts. 

He said he didn’t have his records with him; that they were at his 
home. 

I asked him if we could go out to his home and look at the records. 
He said no; he didn’t have time; he was very busy. At this point 
Mr. Chaims came in. 

I identified myself to him, showing him my credentials, and told 
him that I was interested in looking at his records of work done 
on Government contracts only, that I was not interested in their 
civilian work but that I had authority to look at the work which 
they were performing on Government contracts. 

He said they were very busy and wanted me to come back. I told 
them that I was very busy, too, that I couldn’t come back, since I 
didn’t expect to be in New York but a very few days. 

Then he said that he had been advised by his attorney not to show 
any records. 

he CxHarrMAN. You have the name of the attorney there? 

Mr. Amis. Yes, sir; Mr. Morris Laufgraben. 

I then asked him to call his attorney. He did, and I talked with 
Mr. Laufgraben, explaining to him that the purpose of my visit 
there was to examine the records of the work they were doing on 
Government contracts—that I was not interested in the civilian 
work—primarily to determine how much nickel had been purchased 
and used on Government contracts. 

Mr. Laufgraben said he had advised his client not to show me any 
records. 

After that conversation I directed my comments to both Mr. Kauf- 
man and Mr. Chaims and, during the course of the conversation, they 
gave me the story of their business operations. 

They said they had been in business since about 1947; that they 
had no historical background for purchasing nickel, which was neces- 
sary in order to get it from the supplier; that they had used the nickel 
which was in stock with the company when they purchased it, and 
that the supply had run out and they had made desperate efforts 
to obtain nickel from every source they could think of. 

They had talked numerous times with Henry Smith, who was in 
the shipping department of Udylite. After continuous hounding by 
them, Henry Smith told them the way to get nickel was by just 
placing an order for the quantity needed, saying it was to be used 
on a DO rating, B-5 or B-6, whatever they wanted to use, and it would 
be honored. 

They said they did this and they received the nickel in quantities 
in excess of the amount they could use in their plant, that they sold 
their surplus nickel to the Legion Export-Import Co., located in New 
York, at the market price which was considerably higher than that 
which they had paid aylite, and their price range was from $1.75 
a pound to $2.50. 

They said the deal they had with Henry Smith was that at the 
increased price, profits that were made they would split 50-50 with 
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Smith. I asked them how much they had paid Smith and was told 
“Our records will show that, but I can’t show you my records, but I 
estimate it’s around $10,000 in 1955.” 

I then asked them about other nickel they had received. They said 
they had received all the nickel that had been shipped to the Style 
Art Products Co., which is located across the street at 43 Bond Street ; 
that that nickel had also been sold to the Legion Export-Import Co. 
at premium prices. 

t that time, I further insisted on looking at the records of their 
operations, but was denied the privilege to do so. 

I think that is about the extent of it, as I recall the conversation. 

The Crarrman. Did you see the Style Art Metal Products’ place 
of business ? 

Mr. Amis. I immediately went across the street to 43 Bond Street, 
where I talked with both Anthony and Vincent Cutaia, of the Style 
Art Metal Products Co. 

I told them the purpose of my visit. I identified myself with my 
credentials, and told them that I would like to see the records of all 
their purchases of nickel during 1955, in performance of Government 
contracts. They said that they had not performed on any Govern- 
ment contracts; that they had not purchased any nickel, that they had 
not ordered any nickel. 

I then showed them a photostatic copy of an order, with their signa- 
ture on it, which I had obtained from the Udylite Corp. It was signed 
“V.Cutaia.” They said, both of them said— 

That is forged, we didn’t sign that order. We have never ordered anything, 


and here’s a copy of my signature which I have in the file, here is a blank 
canceled check, which will show my signature. 


After that, I left. 

On last Friday I served a subpena, and they again said that they 
did not order any nickel, that Bond Street Plating Co. had gotten 
hold of their letterhead and used it without their knowledge or 
consent. 

The Cuarrman. Is 43 Bond Street just across, or almost directly 
across ? 

Mr. Amis. Just across. 

The Cuatrman. Directly ? 

Mr. Amis. Not directly; it’s a slight angle. 

The Cuatrman. Slightly at an angle, across the street from 28? 

Mr. Amis. Yes, sir; a very short distance across the street. 

The Cuarrman. You said you looked at a check that was signed 
by Mr. Cutaia ? 

Mr. Amis. Anthony and 

The Cuatrman. Is this the check ? 

Mr. Amis. Yes, sir. And I also asked him to sign his name in my 
presence. That is his signature. 

The CuarrmMan. Signed “V.” 4 

Mr. Amis. “V,” and also “Vincent.” 

The Cuarrman. Did you compare it with the signature on these 
two letters or additional material ? 

Mr. Amis. It would appear that it is the same signature. 

The CuarrmMan. What is the same signature ¢ 

Mr. Amis. The signature on the order which was placed with Udylite 
is the same signature that you exhibited to me, which he signed. 
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The Cuairman. Signed that ? 

Mr. Amis. In his place of business. 

( Brief pause. ) 

The Cuatrman. Did you talk with the trucker who delivered the 
material, nickel ? 

Mr. Amis. Yes. Later I went out and interviewed the truckdriver, 
a Mr. Sammon, I believe his name was. He has his own company, 
and he does work for the Udylite Co., S-a-m-m-o-n, since I refer to my 
notes, is his name, John Sammon, operating the J. Sammon Trucking 
Co., located at 4564 157th Street, Flushing, Long Island. 

He said that on numerous occasions he had delivered nickel to the 
Style Art Products Co. and furnished me with bills of lading which 
were signed by Kaufman, of the Bond Street Plating Co., and his 
partner, Chaims. 

The Cuarrman. Mr. Kaufman and Mr. Chaims. 

Mr. Amis. He said that he would take the nickel to the Style Art 
Plating Co. and they would instruct him to deliver it across the street 
to Bond, and that he charged them 50 cents a hundredweight for 
diverting the shipment. That was paid in some instances by Art 
Metal, and in others by Bond. We have copies of the bills of lading, 
which are receipts of deliveries. 

The CuarrmMan. Did you make notes at the time? Did you later 
reduce the notes to writing ¢ 

Mr. Amis. Yes,sir. The notes I referred to are notes I made at the 
time of the interview. 

The Cuamman. And later you reduced it in the form of a report 
for the files of the committee ? 

Mr. Amis. Yes, sir; and I have my original notes also. 

The CHarmman. And you have refreshed your recollection with 
them ? 

Mr. Amis. Yes, sir. 

The Cuarrman. Did you find out, or did you try to find out, whether 
or not Bond Street Plating & Polishing Co. paid Style Art Metal 
Products anything for diverting this metal ? 

Mr. Amis. I was unable to find out anything about that transac- 
tion except that Mr. Chaims said that all the nickel that was shipped 
to Style Art came to his shop. As to the arrangement, I was unable 
to find out. 

The Cuarmman. All right. Thank you, Mr. Amis. That’s all. 

Mr. Noone. Mr. Amis, for the purpose of the record, Mr. Clifford, 
of Udylite, testified this morning that his company delivered ap- 
proximately 3,000 pounds to Style Art in 1955, and 12,000 pounds to 
Bond Street Plating in 1955. Are those the same statistics that you 
developed in connection with deliveries from Udylite to Style Art and 
Bond? 

Mr. Amis. I made a copy of the invoices for shipments made to both 
companies. I have them in my notes. 

It amounted to.12,000 pounds in 1955 to Bond Street Plating, and 
3,000 pounds in three shipments to Style Art. 

Mr. Ovom. They were shipments from Udylite? 

oy Amis. Shipments from Udylite Corp., the distributor in New 
York. 





SUPPLY AND DISTRIBUTION OF NICKEL io 


Mr. Noone. Did you go back to visit Style Art and talk to Mr. 
Cutaia after the truckdriver had told you about the methods of de 
livery of nickel to Style Art? 

Mr. Amis. I went back to serve subpenas, but I didn’t discuss the 
case at that time. 

The Cuarrman. All right; thank you. 

Now we will call Mr. Anthony Cutaia and Mr. Vincent Cutaia. 

Mr. Amis. May I add that at the time I served the subpena, both 
Anthony and Vincent Cutaia stated that they did not order any nickel ; 
that the names on the order were not theirs; that Bond Street Plating 
Co. had, in some manner, gotten hold of their letterhead and forged 
their names; and that they knew nothing about the transaction. That 
was last Friday. 

The Cuarrman. All right, come around, Messrs. Cutaia. 

How do you pronounce your name ? 

Mr. Antony Cura. Cutaia. 

The Cuarrman. All right. 


STATEMENTS OF ANTHONY CUTAIA AND VINCENT CUTAIA, STYLE 
ART METAL PRODUCTS 


Mr. AntHony Curata. Iam Anthony Cutaia. 

The Cuarrman. You are Mr. Anthony Cutaia? 

Mr. Anruony Curara. Anthony Cutaia. 

The Cratrman. You are Vincent Cutaia? 

Mr. Vincent Curaia. Yes. 

The Cuatrman. Is your business the Style Art Metal Products of 
43 Bond Street, New York? 

Mr. Vincent Curata. Yes, sir. 

Mr. AntHony Curata. Yes, sir. 

The Cuarrman. Do you have a statement to make or do you want 
us to ask you questions? 

Mr. Vincent Curara. Ask questions. 

Mr. Anrnony Curata. Ask questions. 

Mr. Opom. Mr. Vincent Cutaia and Mr. Anthony Cutaia, do you 
know Messrs. Kaufman and Chaims? Anthony Cutaia? 

Mr. Antuony Curata. I am Anthony. 

Mr. Opom. Do you know Messrs. Kaufman and Chaims? 

Mr. Antuony Curata. Yes, sir. 

Mr. Ovom. I beg your pardon ? 

Mr. ANTHONY Oreiss: Yes, sir; they are our gold platers. 

Mr. Ovom. They operate as partners in the Bond Street Plating & 
Polishing Co. ? 

Mr. AntHony Curtata. That is right, sir. 

Mr. Opom. That is right across the street from your business? 

Mr. Antuony Courata. I would say 150 feet. 

Mr. Ovom. What is the name of your business? 

Mr. Antruony Cutata. Pardon? 

Mr. Opom. What is the name of your company? 

Mr. AnrHony Curata. The name of my company is Style Art Metal 
Products. 

Mr. Opom. And it is located at —— 

Mr. AntHony Curata. 43 Bond Street, New York. 
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Mr. Ovom. And it is a partnership, is it not ? 

Mr. Antuony Curata. That is right. 

Mr. Opom. Who are the partners in that business? 

Mr. AntHony Curata. i am one of the partners. 

Mr. Opom. And Mr. Vincent Cutaia is the other partner? 

Mr. AnrHony Curata. Yes. 

Mr. Ovom. Did you say 13 or 43? 

Mr. Antuony Curata. 43. 

Mr. Opom. 43; is that correct? ° 

Do you have any equipment in your company there for the plating, 
manufacture of goods, the nickel plating of goods? 

Mr. AnrHony Curata. Well, we do mostly polishing work. Some- 
times we have some work that has to be a plated, and we give all 
our plating work—that is right, the gold plating 

Mr. Vincent Cutara. May I aunt 

Mr. Opom. Yes. 

Mr. Vincent Curata. Speak a little louder. I do not think he 
quite got your question. 

Mr. Ovom. Do you give all of your plating then that involves nickel 
to Bond Street Plating? 

Mr. Antuony Curata. Yes, sir. 

Mr. Opom. Have you ever offered to purchase any nickel from the 
Udylite Corp., 11-16 44th Drive, Long Island City, N. Y.? 

Mr. Anruony Curata. For my firm, no. 

Mr. Opom. Have you ever signed an order 

Mr. AntrHony Curata. No, sir. 

Mr. Opom. May I finish? Have you, Mr. Anthony Cutaia, ever 
signed, or to your knowledge, has Mr. Vincent Cutaia ever signed an 
order in any fashion to Udylite Corp. ? 

Mr. AntHony Curata. To the best of my knowledge, no. 

Mr. Opom. Mr. Vincent Cutaia, have you ever signed a letter-—— 

Mr. Vincent Curtata. For the year of 1955, no. 

Mr. Opom. Would you look at this document that I have here, which 
is a letter—is this your letterhead, Style Art Metal Products? ® 

Mr. Vincent Cura. That is right; it is not my handwriting. 

Mr. Ovo. Is this your handwriting? 

Mr. Vincent Curata. No. 

Mr. Opom. Have you ever seen this letter before? 

Mr. Vincent Curata. No. 

Mr. Opom. You did not write that letter? 

Mr. Vincent Courata. No. 

Mr. Ovom. Is this your signature? 

Mr. Vincent Cutara. No; I will match it up. 

Mr. Ovom. Have you seen this check? 

Mr. Vincent Curata. That is my check. 

Mr. Ovom. It is “Style Art Metal Products,” check No. 2485 on the 
Trade Bank & Trust Co., Second Avenue and Fourth Street, New 
York, N. Y., made payable to cash in the amount of $150. 

Mr. Vincent Curara. That is right. 

Mr. Ovo. Is this name “Vincent Cutaia” appearing on this check 
your signature? 

Mr. Vincent Curata. That is right. 








® See exhibits Nus. 11 and 12, pp. 54 and 64. 
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Mr. Opvom. And this “V. Cutaia,” on this letter is not your signa- 
ture? 

Mr. Vincent Curatra. That is right. 

Mr. Opom. On this yellow sheet which is attached to the check, 
did you write—have you ever seen this before ¢ 

Mr. Vincent Curata. Yes, sir. 

Mr. Opom. Did you sign your name here in the presence of Mr. 
Amis? 

Mr. Vincent Cura. Yes, sir. 

Mr. Opom. Is this your signature “V. Cutaia”™ ? 

Mr. Vincent Cura. Yes, sir. 

Mr. Opom. Would you compare the signature “V. Cutaia” on the 
letter with the one on this paper ¢ 

Mr. Vincent Curtata. No, sir. 

Mr. Qnom. Will you compare it? You will? 

Mr. Vincent Curata. Yes, I can. 

Mr. OQvom. Are they similar? 

Mr. Vincent Curata. No. 

Mr. Opom. You say that these two are not the same signatures ? 

Mr. Vincent Curata. Yes, sir. 

Mr. Opvom. Here is another letter underneath this one, dated Sep- 
tember 28, 1955, the one underneath being dated August 22, 1955. 
Have you ever seen this letter? 

Mr. Vincent Cutata. No, sir. 

Mr. Ovom. Have you ever seen this letter? 

Mr. Vincent Curata. No, sir. 

Mr. Opom. Is this your signature ? 

Mr. Vincent Curata. No. 

Mr. Opvom. And the letter is addressed—it is dated August 22, 1955, 
and addressed to the Udylite Corp., 11-16 44th Drive, Long Island 
City 1, N. Y., and reading: 

DEAR Sik: Please send us 1,000 lbs. rolled depolarized nickel anodes 24’’ long 
for delivery October 11, 1955, under DO B-—5. 

Thank you. 

Very truly yours, 
V. Curata, Part.” 

Mr. Vincent Courata. I have no knowledge of that letter whatso- 
ever. 

Mr. Opom. You have no knowledge of it ? 

Mr. Vincent Cura. No. 

Mr. Opom. Will you state categorically that you did not sign that 
letter. 

Mr. Vincent Curata. No, sir. 

Mr. Opom. You did not write this letter / 

Mr. Vincent Curata. No, sir. 

Mr. Opom. Have you seen this letter before this date? 

Mr. Vincent Curata. No, sir. 

Mr. Opom. This is your first knowledge that such a letter is in exist- 
ence ? 

Mr. Vincent Curata. Yes, sir. 

Mr. Opom. Is that right, sir? 

Is that also true with the letter dated September 28, 1955? Will 
you state categorically that you did not write this letter dated Sepem- 
ber 28, 1955? 
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Mr. Vincent Cura. I did not write that letter; that is right. 

Mr. Opom. This is not your signature ¢ 

Mr. Vincent Curata. Not my signature. 

_' Mr. Opom. Now, then, in 1955 you stated that you received no nickel 
whatsoever from the Udylite Corp. ¢ 

Mr. Vincent Curatra. That is correct. 

Mr. Opom. Have you received any nickel from any other source of 
supply ? 

Mr. Vincent Curata. No, sir. 

Mr. Opom. Have you consumed any nickel at your place of business 
there? 

»,! Mr. Vincent Curata. For the year of 1955? 

Mr. Opom. Yes. 

Mr. Vincent Curata. No, sir. 

Mr. Opom. During the year 1955? 

Mr. Vincent Curata. No, sir. 

Mr. Opvom. And specifically during the months of May through 
September 1955? 

Mr. Vincent Curata, No, sir. 

Mr. Opom. Do you recall on occasions during that period of May 
through September 1955 a truck delivering some 3,000 pounds of nickel 
to your place ? 

Mr. Vincent Curata. Not to my place; no, sir. 

Mr. Opom. Do you recall on any occasion a trucker, Mr. Sammon, 
of the Sammon Co., J. Sammon Trucking Co., coming to your place 
of business with reference to that ? 

Mr. Vincent Curata. If it did, I was not there present at the time. 

Mr. Opom. If so, you were not there ? 

Mr. Vincent Curata. No, sir. 

Mr. Ovom. Mr. Anthony Cutaia, do you know of any occasion 
when Mr. Sammon of the J. Sammon Trucking Co. came to your 
place of business with reference to Udylite? 

Mr. AnrHony Curata. None whatsoever, sir. The only thing I 
know Mr. Amis brought to my attention, I saw the letter you show 
me now, and he stated that we ordered nickel anode, and I denied 
the fact that we ordered any. 

Mr. Opvom. Have you ever had any conversation with either Mr. 
Saul Kaufman or Mr. Chaims, Howard Chaims 

Mr. Anruony Cvurata. No, sir. 

Mr. Opom. May I finish? 

Mr. AntHony Curata. In reference to nickel anodes, no. 

Mr. Ovom. With reference to nickel anodes? 

Mr. AnrHony Curata. No, sir. 

Mr. Opom. With reference to nickel of any fashion? 

Mr. Antuony Cvurata. No, sir. 

Mr. Ovom. Have you had any conversation with either of those 
gentlemen with reference to delivery of nickel to your place of busi- 
ness from the Udylite Corp. ? 

Mr. Antuony Curara. None whatsoever. 

Mr. Opvom. Have you had any conversation with either of those 
gentlemen with reference to how one might prepare an order to the 
‘Udylite Corp. to obtain nickel ? 
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Mr. AntrHony Curatra. No, sir; not to the best of my knowledge. 

Mr. Opom. Mr. Vincent Cutaia, have you ever had any conver- 
sation with either Mr. Kaufman or Mr. Chaims with reference to 
ordering nickel from the Udylite Corp. ¢ 

Mr. Vincent Cvurata. With reference to the year 1955; no. 

Mr. Ovom. Prior thereto? 

Mr. Vincent Curaia. Yes, prior to the year, 

Mr. Ovom. Did you order any nickel from Udylite prior to the 
year 1955 ¢ 

Mr. Vincent Curaia. Yes, sir. 

Mr. Opom. Was that nickel consumed on your premises ‘ 

Mr. Vincent Curaia. Being that Bond Street Plating was doing 
my plating, he was very low on nickel anodes. 

Mr. Opom. When was this—first, did you order nickel from Udy 
lite Corp. ¢ 

Mr. Vincent Curata. I certainly did. 

Mr. Ovom. When was it that you—on how many occasions did 
you make such an order ¢ 

Mr. Vincent Curata. I believe it was—oh, let’s see—for the year 
of 1953, three shipments of 100 pounds each; in the year 1954, four 
shipments of 100 pounds each. 

Mr. Ovom. Do you have copies of the correspondence which you 
mailed to the Udylite Corp ordering that nickel ? 

Mr. Vincent Cutara. We have a DO order, which we were allo- 
cated as a hundred pounds a month. 

Mr. Ovom. This nickel you ordered in 1953 and 1954, was it ordered 
under a DO order? 

Mr. Vincent Curata. No, sir; nondefense. 

Mr. Opom. I beg pardon ? 

Mr. Vincent Curatra. It was nondefense. 

Mr. Opvom. You did not make any reference in your letter to DO 
order number ¢ 

Mr. Vincent Curara. No. 

Mr. Opom. In 1953 or 1954. I see. 

Have you received any compensation or any payment from Bond 
Street Plating & Polishing Co. during the year 1955 or 1956? 

Mr. Vincent Curata. No, sir. 

Mr. Opom. May I finish? Did you receive any compensation or pay- 
ments from Bond Street Plating & Polishing Co. during the years 
1955 or 1956 concerning a delivery of nickel consigned to your place 
of business from Udylite Corp., and diverted and delivered into the 
Bond Street Plating & Polishing Co.? Did you receive any com- 
pensation concerning those matters? 

Mr. Vincent Curata. No, sir. 

Mr. Anruony Curata. No, sir. 

Mr. Opom. What is your home address, Mr. Vincent Cutaia ? 

Mr. Vincent Cvuraia. 3517—93d Street, Jackson Heights. 

Mr. Opom. And, Mr. Anthony Cutaia ? 

Mr. Antruony Crrara. Same address. 

Mr. Ovom. Do you know a Mr. Henry Smith? 

Mr. Antruony Curatra. Never saw him. 

Mr. Vincent Curata. Never saw him. 


79098—56——6 
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Mr. Opom. You say that the Bond Street Plating & Polishing Co. 
does all your plating work. Does this plating work involve any defense 
contracts ¢ 

Mr. Vincent Courata,. No, sir. 

Mr. Opvom. All the work that Bond Street does for you is non- 
defense or civilian ¢ 

Mr. AnrHony Curata. Nondefense or civilian. 

Mr. Opom. So-called civilian ? 

The Cuatrman. Did you ever pay the truck driver anything for 
carrying this nickel over to Bond Street Plating Co. ? 

Mr. Vincent Cutata. Did I pay the truck driver 

The CHarrmMan. Yes, sir. 

Mr. Vincent Curata (continuing). For delivering to Bond Street 
Plating? No, sir. 

The Cuarrman,. That is all. 

Next is Henry Smith. 

Mr. Smith, you have your address as 190-17 35th Avenue, Flush- 
ing, N. Y.; is that right? 





STATEMENT OF HENRY SMITH, FLUSHING, N. Y. 


Mr. Sarru. That is correct. 

The Cuatrman. What is your work? 

Mr. Smiru. Pardon, sir? 

The Cuarrman. What is your work? 

Mr. Smirn. At the present time I am unemployed. 

The Cuamman. At the present time ? 

Mr. Smirn. I am unemployed. 

The CHairman. Well, what has been, what has recently been— 
what was it during 1955? 

Mr. Smirx. Order clerk for the Udylite Corp. 

My job was receiving orders by phone from customers for plating 
supplies; also receiving nickel orders through the mail, and also for 
expediting shipments for customers. That is it. 

The CuarrMan. When did you leave Udylite? 

Mr. Smiru. November 1955. 

The Cuatrman. November 1955? 

Mr. Smrru. That is right, sir. 

The Cuamman. While you were there, did you know of the Bond 
Street Plating and Polishing Co. ? 

Mr. Smiru. Yes, sir. 

The Cuatrman. Did you know Mr. Saul Kaufman? 

Mr. Smiru. No, sir. 

The Cuatrman. Did you know Mr. Howard Chaims? 

Mr. Suaru. I knew Mr. Chaims. 

The CuHarrman. You knew Mr. Chaims? 

Did you advise them as to how they could get orders of nickel—that 
is, by putting a DO number on it? 

Mr. Smirn. No, sir. I received a phone call from Mr. Chaims ask- 
ing me for nickel anodes. I told him they did not have an allocation 
from our company, they never bought nickel before from us, and we 
were unable to give them any material. 
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I said the only way we can furnish their company any material is if 
they were doing defense work and if they had a DO number such as 
AB-5 or anything from A to E, and they told me they had an old DO 
number—maybe that would suffice. 

The Cuarrman. Did they then send in some orders with the DO? 

Mr. Smirn. Yes, sir. 

The Cuarrman. They told you they had an old DO number? 

Mr. Surrn. That is right. 

The Coarrman. And you told them that, perhaps that would suffice ? 

Mr. Sairnu. I figured it would. I didn’t know- 

The CHatrman. Pardon? 

Mr. Sarru. I thought it might, if they were still doing the work. 

The Cuarrman. Yes; and then they did send in orders with that 
DO B-5 number on it? 

Mr. Smirn. Yes, sir. 

The CuHarrman. What did you do? 

Mr. Smirn. My job was just to enter all orders received on nickel— 
entered upon a customer’s sheet. 

Each customer—they had their own individual sheets. I receive an 
order from a customer, and I entered their order on an individual 
sheet, and at the proper time each month we make out the orders to 
go to Detroit; that is, taken to my supervisor for his approval, and 
then shipped to Detroit, sent to Detroit for their further processing. 

The CHarrMan. It was not your place to fill the order ? 

Mr. Smiru. It was not my place to allocate any orders, sir. I am 
only a clerk. 

The Cuatrman. After this went out to Detroit, did it come back to 
New York to be filled ? 

Mr. Smiru. No. Detroit filled out those orders. This account is a 
c. o. d. account, and the material had to come into our warehouse and 
be shipped to the customer c. o. d. 

We would have to have a certified check or cash upon receipt of 
this material, and it was brought into our warehouse for shipment 
to them by a local trucker. 

The Cuarrman. Is that the way the Bond Street Plating & Pol- 
ishing Co.’s orders were handled ? 

Mr. Smirn. Yes, sir. 

The CHatrman. What about the Style Art Metal Products, were 
you familiar with that? 

Mr. Smirn. No. I was not familiar with the gentlemen at all. I 
just received their orders through the mail. 

The CHatrmMan. You did not know them personally ? 

Mr. Sairn. No, sir. 

The CHarrMan. You received the orders through the mail ? 

Mr. Snirn. Right, sir. P 

The Cuatrman. Did they ever talk to you about a DO number 

Mr. Smirn. No, sir. 

The CuHarrman. The order was on there when you received it? 

Mr. Suiru. That is right. 

The CHatrman. Did it go through the same process, send it out 
to Detroit and then having it brought back? 

Mr. Smiru. That is right. It was typed up and passed by the 
supervisor and sent out to Detroit. 
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The Cuamman. Do I understand correctly that the nickel was 
actually shipped from Detroit 

Mr. Sairu. Into our warehouse. 

The CuarrMan (continuing). Into your warehouse? 

Mr. Sairn. Right. 

The Cuatrman. But earmarked to fill that particular order ¢ 

Mr. Smiru. That is right. 

The Cuarrman. And then you would deliver it and collect the 
money ¢ 

Mr. Smiru. Right. 

Our policy was to notify the customer when the material arrived 
at our plant, our warehouse, and figure out the weight, and also the 
amount that was due on it; and in this way the customer would have 
either the cash or certified check to pay the trucker when he came 
with the material. 

The CrHatrMan. You heard Mr. Amis testify that approximately 
$10,000 had been paid to you for helping to fill these orders? 

Mr. Smirn. No, sir. 

The Cuatrman. To see that they got their nickel ? 

Mr. Smiru. No, sir. 

The Cuatrman. Did you hear that testimony? 

Mr. Sorru. I heard that. I did receive a few checks from Mr, 
Chaims as a gift whenever he received the material. He said, “Buy 
yourself a hat,” or “Buy your wife a pair of shoes.” 

I did receive a few checks in the manner of a gift. 

The Cuarrman. How much would that amount to, in your opinion? 

Mr. Soirn. I do not keep a record of it. I would say roughly 
about $500, something like that. 

The Cuarrman. $500 in the course of 1 year? 

Mr. Smirn. Right, sir. 

The Cuatrman. Did you say that was in the form of checks? 

Mr. Smiru. Yes, sir. 

The Cuarrman. Were those checks drawn on the Bond Street Plat- 
ing & Polishing Co.? 

Mr. Smiru. I have no idea; they might have been. 

The Cuatrman. Were any ever drawn on the Style Art Metal 
Products Co. ? 

Mr. Smrru. Not that I recall, sir. 

The CnHarrMan. You never did get any gifts from—— 

Mr. Smiru. No, sir. 

The Cuarmrman. These gentlemen ? 

Mr. Smiru. No, sir. 

The Cuarrman. Did you receive any gifts or gratuities from any 
other companies or any other persons ? 

Mr. Smirn. Yes, sir; I did. 

The Cuarrman. Along the same line as you testified with reference 
to the Bond Street Plating Co. ? 

Mr. Smitu. Yes, sir. 

The Cuarrman. Is it true that you received from Mr. Bert I. Sher- 
man of Planet Plating Co. money which you estimated during 1955 
amounted to somewhere between $100 and $250? 

Mr. Smiru. Something like that in a check; yes, sir. 
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The CuarrmMan. Do you recall any other! What I am trying to 
get at is, was this a general practice with you or were just these two 
special cases ¢ 

Mr. Smiru. No, sir. I have no reason why I should expect any 
money. If the fellows want to give me a gift for expediting their 
order, they would call up and say, “Our material is urgently needed 
for our work. Our tanks are almost dry for nickel, and you can push 
it,” and I would send Detroit a teletype saying the customer needed 
the material if they could rush it through, and if it was at all possible 
for Detroit to ship their order ahead of anybody else, they would do so. 

The Cuarrman. Mr. Smith, did you make a practice or did Udylite 
make it a practice to accept orders with simply the statement in the 
letter giving a DO number? 

Mr. Srrn. Well, at that time there was—it just came up that way 
there was no certification requested, and waybedy can put an order 
through and get material like that. I was not in a position to ques- 
tion it. 

The CHarrman. Mr. Smith, aren’t you familiar with the require- 
ment in the law that any person who has a DO rating or a rating that 
would entitle him to priority consideration, that he must put the prefix 
“DO” and an identification of the programs supplied to him, for 
example, DO A-9 or DO D-9 on his purchase order or on a separate 
piece of paper attached to the order or clearly identifying it, together 
with these words, “certified under NPA Regulation 2, and signed as 
prescribed in this section.” 

Are you familiar with that? 

Mr. Smiru. No, sir. 

The CuHarman. Are you familiar with that regulation / 

Mr. Smirn. No, sir. Quite a few orders 

The CHarrman. I was reading that from the National Production 
Authority Act. 

Mr. Smrru. No, quite a few orders came in without that at all, sir, 
just plain “DO” and the prefix and the number. 

The CHairman. You heard the testimony earlier today to the effect 
that an order was put out about the first of the year calling attention 
to the fact—calling the attention of the suppliers to the fact that they 
were supposed to require certificates on every single one? 

Mr. Smirn. Right, sir; I also stated I was unemployed. 

The Cuarrman. That was not true at the time you were there / 

Mr. Surrun. I was not employed by that time. 

The Cuarrman. Was it customary to accept orders as they came in 
that way here? 

Mr. Smiru. Yes, sir. 

Mr. Opom. Mr. Smith, you know Mr. William Amis of the staff ? 

Mr. Suirn. I had the pleasure. 

Mr. Opom. You talked to him on several occasions. Did you talk to 
him on the 27th of April this year, 1956? 

Mr. Suirn. It might have been at that time. 

Mr. Opvom. Do you remember telling him at that time you were well 
aware of the fact that many of the customers of Udylite were getting 
far more nickel on the DO ratings than they could possibly use, consid- 
ering the size of their equipment? 

Mr. Suiru. Right, 

Mr. Opom. Is that true? 
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Mr. Smirn. Right. 

Mr. Opom. Did you tell him since they had certified the quantities 
they needed to perform on definite orders, you could not question 
them or refuse to ship the orders / 

Mr. Smirn. I do not believe I put it in those words. I said that these 
orders had the DO, whatever the number was on it. 

Mr. Ovo. Well, did you tell him that since the orders themselves 
had this DO number on there you could not question it 

Mr. Smiru. That is right; it was not my job to question it. I was 
just an order clerk. 

Mr. Opom. Whose job was it at Udylite to question it ? 

Mr. Smiru. It was not anybody’s at Udylite, it was Washington or 
International Nickel. 

Mr. Opom. Your job at Udylite did not include the inspection or the 
check to see that it was accurate ? 

Mr. Smiru. That is right. 

Mr. Ovom. It was your impression or the impression of those who 
worked with you at Udylite and those who handled these papers, that 
this was something that was to be done by Inco or se in Wash- 
ington ? 

Mr. Sorrn. I imagine it was. We just send the orders to Detroit 
for further processing. I don’t know what happens from there on. I 
imagine it was checked from there. 

Mr. Ovo. You sent it to Udylite in Detroit? 

Mr. Smrrn. Udylite in Detroit, the main office. From there I do not 
know what they do with it. 

Mr. Ovom. Do you send the names of the companies or just the 
amount to Detroit? 

Mr. Smrru. We send a list of customers who requested this DO 
material a month before we actually send the order to Detroit for 
fulfilling, and Detroit requested it that way, I guess, so they could 
forward it on to International Nickel, and from there to send it to 
Washington for checking in that period of time. 

Mr. Opom. You do send the names of the customers to Detroit? 

Mr. Smirn. Right. We make up our own separate list of all 
customers requesting DO material for the month of September; we 
send that letter into Detroit in August, and that gives them a month 
to know what they have to do with it. 

Mr. Opom. That is all. 

The Cuatrman. All right. Thank you, Mr. Smith. 

Mr. Smirn. Thank you. 

The Cuarman. Messrs. Joseph and Liberty Raho. 

Will you gentlemen come around, please? 


STATEMENT OF JOSEPH C. RAHO, LEGION EXPORT & IMPORT CO., 
NEW YORK CITY 


Mr. Rano. Yes, sir. 

The Cuatrman. Which one are you? 

Mr. Rano. I am Joseph Raho. 

The Cuatrman. Mr. Joseph Raho. 

Mr. Raho, will you give the name of your company and your address, 
please ? 
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Mr. Rano. My name is Joseph C. Raho, R-a-h-o; my company is 
the Legion Export & Import Co., Inc., at 261 West 15th Street, Man 
hattan. 

Mr. Opom. Mr. Raho, will you speak up, please, so that I can hear 
you! 

Mr. Rano. Certainly. 

Mr. Opom. Do you know Messrs. Kaufman and Chaims? 

Mr. Rano. Yes, sir. 

Mr. Opom. What business are they in 

Mr. Rano. Platers. 

Mr. Opvom. What is the name of their business ¢ 

Mr. Rano. Bond Street Plating & Polishing Co. 

Mr. Ovom. And it is located on Bond Street ¢ 

Mr. Rano. That is correct. 

Mr. Opom. Have you had any business dealings or transactions with 
either of those gentlemen ? 

Mr. Rano. Yes, I have. 

Mr. Opom. When and over what period of time have you had busi- 
ness dealings with them ¢ 

Mr. Rano. I believe we purchased some material prior to 1955, but 
the vast bulk of it was in 1955. 

Mr. Ovom. The vast bulk of the material you purchased. What 
material did you purchase from them ? 

Mr. Rano. Nickel anodes. 

Mr. Opom. Approximately how much nickel did you purchase from 
them ? 

Mr. Rano. 12,000 pounds in 1955. 

Mr. Opom. Mr. Raho, is this your letter dated May 18, 1956, on the 
letterhead which purports to be the Legion Export & Import Co., Inc., 
addressed to Mr. Amis, with an attachment ¢ 

Mr. Rano. Yes, that is correct. 

Mr. Opom. Now, this includes a statistical analysis, does it not, of 
nickel anodes, purchases of nickel anodes, made by Legion Export & 
Import Co. from Bond Street Plating; is that correct ? 

Mr. Rano. That is correct. 

Mr. Opom. Showing that on February 9, 1955, you purchased 306 
pounds at $1.20 per pound. How did they pay you for that? 

Mr. Rano. We paid them. 

Mr. Ovom. I mean, how did you pay them for it? 

Mr. Rano. We paid them by check. 

Mr. Ovom. For the full amount ? 

Mr. Rano. That is correct. 

Mr. Opom. On June 1, 1955, you purchased 1,992.7 pounds from 
them at $1.60 per pound; is that correct ? 

Mr. Rano. That is correct. 

Mr. Ovom. How did you pay for that ? 

Mr. Rano. We paid $1,992.70 by check; the balance of $1,195.62 by 
cash. 

Mr. Opvom. And June 9, 1955, you purchased 1,001 pounds from 
them at $1.61 per pound, and how did you pay for that? 

Mr. Rano. We paid for that in full by cash. 

Mr. Opom. $1,611.61. 

On July 13, 1955, you purchased 1,998 pounds from them at $1.75 per 
pound, which you paid for in cash in the amount of $3,496.507 
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Mr. Rano. That is correct. 

Mr. Opvom. The rest of these figures, would you please read them 
into the record, if you would ¢ 

Mr. Rano. Certainly. This was the last one, I think, was it not? 

Mr. Opvom. Start here. 

Mr. Rano. August 29, 1955, 1,992 pounds, for which we paid $2.25 
per pound, of which we paid $1,992 by check and $2,482 by cash. 

On October 6, 1955, we purchased 2,009 pounds, for which we paid 
$2.65 per pound, of which amount we paid $2,000 by check and the 
balance of $3,324 by cash. 

On October 13, 1955, we bought 1,046.4 pounds for which we paid 
$2.65 per pound, and we paid that amount of $2,772 by cash. 

On November 8, 1955, we purchased 1,999 pounds at a price of $2.60 
per pound, of which we paid $2,000 by check, and $3,197 by cash. 

Mr. Opnom. And that is a history of the purchases that you made 
from Bond Street for the period February 9, 1955, through November 
8, 1955; is that correct ¢ 

Mr. Rano. That is correct. 

Mr. Ovom. These cash payments, were they made at the request of 
the Bond Street Co. ? 

Mr. Rano. That is correct. 

Mr. Opom. In other words, they asked that you pay them by cash 
rather than by check? 

Mr. Rano. That is correct. 

Mr. Opom. Did they offer you any explanation as to why they asked 
for that procedure rather than a check for the full amount? 

Mr. Rano. No; that was the way they wanted it. 

Mr. Ovom. You did not inquire as to their motives behind that 
request ? 

Mr. Rano. No. 

Mr. Noonr. Mr. Raho, in each of these transactions were the de- 
livery records from Bond to your company stated in the amounts and 
quantities which you have recorded in your records? 

Mr. Rano. I am sorry, Mr. Noone, I do not quite understand your 
question. 

Mr. Noone. In these transactions whereby you purchased nickel 
anodes from Bond, were their shipping records to you recorded in the 
same pounds and dollars that you have recorded here? 

Mr. Rano. Well, it is really impossible for me to tell that because 
the deliveries were not made through a public carrier. 

Howard Chaims would bring the material over in his station wagon. 
In other words, there are no bills of lading covering the delivery to us. 

Mr. Noone. Are you aware of the source of the nickel that you 
purchased from Bond ? 

Mr. Rano. No, sir; I was not, 

Mr. Noone, In your business, is it your practice to inquire into the 
source of the metals or the materials that you buy ? 

Mr. Rano. No, it is not. 

Mr. Noone. Do you have any way of ascertaining, for example, 
whether material that you buy may be stolen ? 

Mr. Rano. Other than getting a bill for the material, actually, no. 

Mr. Noone. You have also supplied to the committee a record of the 
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transactions under which you sold to others the material which you 
had purchased from Bond ¢ ° 

Mr. Rano. That is correct. 

Mr. Noone. Can you tell us how such a transaction takes place f 
Do you first find a customer before you go out to locate the material 
or does it work the other way around ¢ 

Mr. Rano. Well, it works pretty much both ways. In other words, 
we may have calls from customers looking for material, and when a 
lot becomes available we oiler it to them or, a lot is offered to us, and 
then we make various calls to see if one of the potential buyers can 
use It. 

Mr. Noonr. Do you have a warehouse ¢ 

Mr. Rano. No, sir; we do not. 

Mr. Noone. Do you take physical possession of the material that 
you buy and sell ¢ 

Mr. Rano. Fora very short time: yes. 

Mr. Noonr. How do you store it while it is in your custody ? 

Mr. Rano. Well, ordinarily on a shipment we would try to arrange 
the delivery in the morning and have a public carrier pick it up in the 
afternoon so that it can come in and out the same day. 

Mr. Noone. How large astatf do you have in your office? 

Mr. Rano. There is just my brother and my self. 

Mr. Noonr. There are no other employees / 

Mr. Rano. No; there are not. 

Mr. Noone. Do you deal in any other materials besides nickel ¢ 

Mr. Rano. Yes: we do. 

Mr. Noonr. What materials do you deal in ¢ 

Mr. Rano. Oh, chemicals, pharmaceuticals, related items. 

Mr. Noone. Is most of your. business in the higher priced market, 
in these materials ¢ 

Mr. Rano. Yes. 

Mr. Noone. What was your dollar volume of business, purchases 
and sales, on nickel in 1955 ¢ 

Mr. Rano. I do not actually have that figure available. I would 
estimate about $125,000. 

Mr. Noon. Mr. Raho, when the subpena was served on you last 
Friday you were commanded to bring with you such books and records 
as might relate to purchases and si ales of nickel by you or Legion Ex- 
port-Import Co. from January 1, 1955, to date, and particularly your 
records for that period relating to purchases or sales transacted by 
you or Legion Export-Import Co. with Bond Street Plating & 1 olish 
ing Co., 28 Bond Street, New York, N. Y. 

Now, that subpena called for all records relating to the purchases 
or sales of nickel by you or your company. Do you have those records? 

Mr. Rano. At the time Mr. Amis brought me that subpena I asked 
him what material I should bring in, and he indicated primarily the 
Bond Street records, which you already had, were what were of pri 
mary interest. 

However, I also brought with me a listing by poundage quarterly 
that we sold in the total pound: ge for the year. I did not actually get 
a total dollar volume on it. 

Mr. Noone. What was the total poundage in nickel last year? 





® See exhibit No. 14, p. 90. 
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Mr. Rano. It was 61,300 pounds. 

Mr. Noone. What was the average price paid on that nickel ? 

Mr. Rano. Well, that is very hard to say because the sales were 
everywhere from $1. 40 to $2.98. 

I would say somewhere around $2, $2.10 a pound would be the aver- 
age. This isan approximation, of course. 

Mr. Noone. So that would be approximately what the dollar vol- 
ume was—what was the total ? 

Mr. Rano. Of about $125,000. 

Mr. Noone. What was your total business last year in buying and 
selling all materials? 

Mr. Rano. $175 000, seppamaneneny- 

Mr. Opom. So nickel does represent the great majority, the bulk. 
of your business ? 

Mr. Rano. For the last year; yes. 

Mr. Noone. What is the average markup on nickel handled by that 
method ¢ 

Mr. Rano. Well, that varies. I would say an average markup 
is about 10 percent. That may be on the high side. 

Mr. Noone. That is 10 percent of the price you pay for it? 

Mr. Rano. That is correct. 

Mr. Noone. How do you go about locating customers for your 
materials? 

Mr. Rano. By direct mail advertising. 

Mr. Noone. What is the volume of that adv ertising? How many 
people do you have on your mailing list ? 

Mr. Rano. Well, people who have sent us inquiries on all items 
probably amounts to a thousand or two thousand. Actually, our 
main source of names and addresses is out of the yellow pages of the 
telephone directories. 

Mr. Noone. Do you do that advertising through an agency or 
directly out of your own company ¢ 

Mr. Rauo. We do it out of our own office. 

Mr. Noonr. Mr. Chairman, I should like to submit for the record 
a copy of a chart developed by the staff and entitled “A Case History 
on the Price of 5,002 Pounds of Nickel Delivered in 1955.” 

The CHarMan. Without objection, the chart will be included in 
the record. 

(The chart referred to follows :) 
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Mr. Noone. This chart portrays three transactions in whieh Legion 
Export-Import Co. participated, together with Bond Street Plating 
Co., of New York City. 

It shows that either Style Art Products Co. or Bond Street Plating 
Co. purchased 5,002 pounds of nickel from the Udylite Corp. at 95.5 
cents a pound; that the entire quantity was sold by Bond Street Plat- 
ing Co. to Legion Export-Import Co. at $2.05 a pound average; that 
Legion Export-Import Co. sold each of those three shipments to the 
Berlang Company, Inc., of New York City, at an average pound price 
of $2.17. 

In one instance a quantity of 2,009 pounds of nickel was sold by 
the Bond Street Plating Co. to the Legion Export-Import Co. at 
$2.65 a pound. 

The Legion Export-Import Co. sold that same quantity to the 
Berlang Co. at $2.85 a pound. Berlang sold the entire quantity to 
the Pittsburgh Steel Co. at $3 a pound, showing a rise from the 
Udylite price of 95.5 cents a pound to $3 a pound. 

Mr. Raho, can you name some of your other sources for nickel? 

Mr. Rano. Yes, I can. «Primarily they are dealers. By dealers, 
I mean, people who are not platers. For example, Iritox Chemica] 
Co. 

Mr. Noone. Are they also dealers ? 

Mr. Rano. Yes, sir; these are all dealers. 

Tritox Chemical Co.; Diesel Chemical Co.; M. O. Bettencourt; 
Harry Lynn Associates; Ranback Chemical Co.; Robert T. Elsas; 
Abbey Metals Co.; William Rosenthal, Inc.; and there are others, but 
that is the—— 

Mr. Noone. Are all of these companies that you have named dealers? 

Mr. Rano. Yes; they are. 

Mr. Noone. Can you estimate how much of your nickel comes to 
you from dealers / 

Mr. Rano. Outside of Bond Street, I would say just about all of it. 

Mr. Noone. Now, do dealers constitute the bulk of your customers? 

Mr. Rano. They do. 

Mr. Noone. In what ratio? How much of your nickel goes to end 
users or platers as distinguished from dealers? 

Mr. Rano. Well, of course, Mr. Noone, it is impossible for me to tell 
if a plater to whom I am shipping is going to resell it and is acting 
asadealer. Iam just going by his firm name. 

But of the total handled by me of 61,300 pounds, the consumers pur- 
chased 15,700 pounds, these are round figures, whereas the dealers 
purchased 45,600 pounds. 

Mr. Noone. What function do you, as a dealer, serve in simply 
shuffling nickel from one dealer to another dealer ? 

Mr. Rano. Well, it is the function of knowing where to move mate- 
rial to a person who requires it. 

Mr. Noone. You are not putting it into the hands of an end user 
in the vast majority of cases; isn’t that true? 

Mr. Rano. That is true. 

Mr. Noone. You are simply charging a fee for locating and then 
delivering to another dealer, 1n most instances; isn’t that true? 

Mr. Rano. Basically, yes. 
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Mr. Noone. Have you estimated for us your total dollar volume 
on an annual basis for all materials that you handle? 

Mr. Rano. Yes. About 175,000. 

Mr. Noone. Do you know where the dealers from whom you buy 
niekel obtain their nickel ¢ 

Mr. Rano. No, or else I would not be buying it from the dealers. 
| Laughter. | 

Mr. Noone. Did you ever inquire 

Mr. Rano. Well, they won't tell. I mean, it is a basic concept of 
the business that if you tell where you get your own material, you are 
not going to be able to sell any. 

Mr. Noone. For purposes of the record, Mr. Raho, would you state 
your home address / 

Mr. Rano. 19 Hewitt Avenue, in Belleville, N. J. 

Mr. Opom. You suspect that most of this nickel that you are able 
to locate through the other dealers or in the hands of any ‘of the other 
dealers is foreign nickel and not—that is the so-called premium- 
priced imported nickel? 

Mr. Rano. I would not know unless it has a different appearance. 
I mean, if it looks like a regular anode, there would be no way of my 
telling. 

Mr. Opom. Can you tell something from the price? Isn’t that 
imported nickel higher than the nickel you buy which comes from 
the normal channels in the domestic market ? 

Mr. Rano. No. I mean, if I had handled 

Mr. Opom. According to how many hands it has gone through / 

Mr. Rano. I suppose so. Not necessarily. I imagine that a man 
having the nickel, knowing the market price, is not going to ask for 
less. 

Mr. Ovom. We heard it testified here today, some of these platers 
testified that they get advertising material through the mail from 
some brokers and dealers that there is just an unlimited supply of 
nickel in the dealers’ hands, or at least the dealers can dispose of, and 
all they need to do is call upon these dealers and these dealers can pur- 
chase it for them. Has that been your experience? 

Mr. Rano. My personal experience, no. 

Mr. Opom. Do you have to turn down any orders for nickel? 

Mr. Rano. Ordinarily, if I get an order, I look for the material 
until I can find it, and eventually I do find it. 

Mr. Ovom. In other words, it is usual for you to fill almost every 
order you get if the customer is willing to pay the price? 

Mr. Rano. Basically, yes. 

Mr. Ovom. So this does lend some substance to the testimony of 
these platers that if they have the money to pay the price, they can 
buy the nickel. 

Mr. Rano, I believe that is true. 

Mr. Ovom. That is all. 

The Caatrman. Thank you, Mr. Raho. At this point I think we 
should incorporate in the record your letter of May 18, 1956, addressed 
to Mr. William D. Amis, of our committee staff, along with your tabu- 


lation of purchases of nickel anodes from the Bond Street Plating & 
Polishing Co. 
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(The material referred to follows :) 






Exuisit No. 14 






Tue Lecion Export & Import Co., INc., 
New York, N. Y., May 18, 1956. 






Mr. WILLrAM D. Amis, 
Senate Select Committee on Small Business, 
Washington, D.C. 

Dear Mr. Amis: In accordance with your request, we attach hereto sheet list- 
ing our purchases of nickel anodes from Bond Street Plating, in the year 1955. 

We believe this is the information you desired, but trust that you will advise 
us if we may be of further service. 

Thanking you for kind attention to the above, we are 

Very truly yours, 
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Jos. C. Rano, Vice President. 






Purchases of nickel anodes made by Legion Ezport-Import Co. from Bond 
Street Plating, New York City 





How paid Purchase No, 
Lleatieniplbieeaneh hebadeiamecamenal 








Date Quantity | Price per! Amount 
(pounds)| pound 













YE | ee eee 306 S188 Laie. Check for full amount____- Purchase 1. 
Tune 1, 1985.....--------- | 1,002.7) 1.60 { $1108 fe | By cash co s2222222222277|}Purehase 2 
Jane®, 1096... .......-. 1,001 1.61 2, 083.61 i.....- Ns Di ntaiaint andi Malik Purchase 3. 
Po }. ae 1, 998 1.7 3, 496. 50 |... ee ee eee ae Purchase 4. 
A. 20,1955. | me | 25 f 282 08 | Be eh oC rchage 6 
Oct. 6, 1955.-.----------- | 3000 | 265 Foor 00 | By caus ca. 22722777] }Parchase 6 
Oe SS a 1, 046. 4 2. 65 Col ceo eclet i he ereecn pes Purchase 7 
Nov. 8, 1965... 1,900 | 260 /{ 3997 00 | By cash c7-222272772777_]} Purchase 8 









Sales of nickel anodes by Legion Export-Import Co. 





Company Price per| Paid on— Purchase No. 
pound 







Feb. 15,1955 | Per 1 above. 





C. & C. Electroplating, Providence, R, I__...............-.- $1. 45 
Bart OG), Mt, CHOW COUR IIE won cise cmos ce cecncenncus 1.70 | June 3,1955 | Per 2 above. 
BPD. ininnatintntncnmrcnancumetehii ee tee ee Le oe 1.75 | June 27,1955 | Per 3 above. 
Kolon Trading Corp., New York City..........-...----..-.- 2.20 | Aug. 10,1955 | Per 4 above. 
Chas. D. Snyder Co., Farrisburg, Pa....... ---.---..--..-.- 2.25 | Aug. 11, 1955 
United Refining & Smelting Corp., Chicago, Tl__-.........-- 2.55 | Aug. 29,1955 | Per 5 above. 
BDerleng Ooc., Tac., NOW Were Onl ann on nee c cn ncn nen ce 2.85 | Oct. 6,1955 | Per 6 aobve. 
Walker Metal Co., Detroit, Mich___......._._-_-_-.---.-.--- 2.85 | Oct. 13,1955 | Per 7 above. 
oy ee | ane eae 2.82 | Nov. 21,1955 | Per 8 above. 
2.83 | Nov. 25, 1955 





Great Lakes Nickel Corp., Buffalo__...............-.------.- 





The Cuatrman. Mr. Clifford, will you come back to the stand now, 
please, sir ? 


STATEMENT OF JAMES L. CLIFFORD—Resumed 







Mr. Noone. Mr. Clifford, in your testimony this morning you stated 
that until the end of last year or the first of this year, all that a customer 
had to do to get nickel was to state the DO rating on his order; is 
that true ? 

Mr. Currrorp. Absolutely. 

Mr. Noone. Let me refer to the NPA Regulation 2, dated March 23, 
1953. 
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Mr. Currrorp. It was absolutely in order, that ruling was correct, 
but never adhered to. And it was not until the meeting of the De- 
partment of Commerce boys around that November period that it 
was brought to light. But it actually was in existence. 

Mr. Noone. Was that an oversight on the part of the suppliers, not 
requiring that certification ¢ 

Mr. Ciirrorp. Our group, yes, sir. 

Mr. Noone. What system does your office in New York employ in 
allocating nondefense nickel to plating suppliers / 

Mr. Cuirrorp. To plating suppliers / 

Mr. Noone. To platers, I beg your pardon. 

Mr. Ciurrorp. Nondefense nickel ¢ 

Mr. Noone. Nondefense nickel to platers. 

Mr. Cuirrorp. Number 1, we operated on the 1949-50 equitable dis- 
tribution pattern ; that the customer in New York who had a base with 
us for “X” pounds in 1949 or 1950 would receive whatever the equiva- 
lent amount given to us to distribute was. If it was 30 percent or 40 
percent of that base, that is what he would receive. 

Mr. Noone. Let’s develop that a little bit. We will put aside all of 
the defense-rated orders that you in New York steinad 

Mr. CuirForp. All right.. 

Mr. Noone. Do I understand that periodically, monthly or quar- 
terly, your Detroit headquarters tells you how much nondefense nickel 
is going to be available for distribution to your customers in the 
plating industry ¢ 

Mr. Crirrorp. Right, every month. 

Mr. Noone. And that the amount you do distribute to your cus- 
tomers is based in toto on the allocations that were established under 
NPA? 

Mr. Currrorp. Exactly. 

Mr. Noone. Have those allocations been adjusted since they were 
first established under NPA? 

Mr. CuirForp. No, sir. 

Mr. Noone. Do they fluctuate from month to month or quarter to 
quarter ? 

Mr. Cuirrorp. Month to month. 

Mr. Noone. What is the percent of allocation going to platers on 
nondefense nickel in this quarter ¢ 

Mr. Cuirroro. This quarter ? 

Mr. Noone. Yes. 

Mr. Cuirrorp. Well, my guess would be about 20 to 21 percent, if 
we took the whole quarter. 

Mr. Noone. Has it been higher in the past? 

Mr. Currrorp. Yes. For the year of 1955, it was approximately 30 
percent. 

Mr. Noone. Can you account for the decrease ¢ 

Mr. Currrorp. I am afraid I cannot. It is just that less nickel is 
being made available to us. 

Mr. Noong. Do I understand correctly, then, that your headquarters 
in Detroit tells you, and that is it? 

Mr. CurrFrorp. That is correct. 

Mr. Noone. Do you apply that formula across the board in shipping 
supplies to platers 

Mr. Cutrrorp. Every month. 
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Mr. Noone (continuing). In the New York area? 

Mr. Cutrrorp. Every month. 

Mr. Noone. Do you make any distinction between jobshop platers 
and so-called captive shops? 

Mr. Cutrrorp. No. Job-shop, captive shop, or manufacturers, they 
get the same. 

Mr. Noone. What is your attitude toward new users coming into 
the industry for the first time ? 

Mr. Ciirrorp. A new user, according to the Government, is entitled 
to receive 100 pounds per month. 

Mr. Noonr. Do you comply with that ? 

Mr. Cuirrorp. I do it where Ican. Depending upon the quantities 
of nickel available to me will enable me to know whether or not he can 
obtain a hundred pounds. Under the present circumstances, it is 
rather rough. 

Mr. Noonr. I assume you heard the testimony of some of the earlier 
witnesses to the effect that some of their customers have installed new 
plating facilities since 1950, and I would understand from your state- 
ment that Udylite, if it has the material available, would supply to 
such a person up to 100 pounds a month. 

Have you in any instances supplied more than 100 pounds a month 
to a person installing new facilities? 

Mr. Currrorp. In the year 1955, yes. 

Mr. Noone. Under what circumstances and conditions / 

Mr. Currrorp. The amount of nickel made available to me in the 
East determines, as I said before, what I can allocate to each customer. 

I also happen to know my customers, those that are the ethical and 
progressive ones, well enough to know who will be hurt or jeopardized 
by lack of nickel. And I can safely say that during 1955, there was 
not one of our eastern accounts that lost an hour’s production due to 
not having nickel. 

Under those circumstances, where I had an excess of nickel, I would 
supply it in a new installation if it come along. 

But in 1956, you have a different story. It is not being done. 

Mr. Noone. You are not honoring the orders of any new users in 
1956 ? 

Mr. Cuirrorp. That is right. We just don’t have it. 

Mr. Noone. What would be the largest amount that vou furnished 
to a new plating facility in a 1-month period in 1955? 

Mr. Currrorp. Twelve hundred pounds. 

Mr. Noone. You heard the testimony of the earlier witnesses, the 
job-shop platers, to the effect that they have been having a hard time 
for some time back. Do you feel that your company is complying 
with the spirit of the Government instructions and directions on the 
allocation of nondefense nickel in, let us say, giving 1,200 pounds in 1 
month to a new facility, and some of these platers who have been in 
business for an extended period of time are not getting what they 
need ¢ 

Mr. Cuirrorp. Well, your point is well taken, but. in the year 1955, as 
I mentioned before, there was not one of the boys that was hurt. 

But we are talking about 1956. We are absolutely complying with 
that, the intent and scope of what is indicated as hoped for. 
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Mr. Ovom. Did I understand you to say none of the boys were hurt 
in 1955? In view of that statement, how do you explain all these 
complaints that the committee received in 1955 concerning the avail- 
ability of nickel ? 

Mr. Cuirrorp. I am talking my territory. 

Mr. Opom. I beg your pardon ¢ 

Mr. Cuiirrorp. I am only talking about my territory. 

Mr. Ovom. Well, when you say “hurt,” I guess you mean going 
broke rather than—— 

Mr. Cirrrorp. No; I mean losing 1 hour’s production. 

Mr. Opom. One hour’s production { 

Mr. Crirrorp. One hour’s production due to lack of nickel. 

Mr. Opom. In other words, you are telling the committee that in 
the year 1955, your customers did not lose an hour’s production due to 
the shortage of nickel in 1955? 

Mr. Cuirrorp. Yes, sir. 

Mr. Opom. Measured against—when you say “production,” you 
mean an 8-hour day, I take it. 

Mr. Cuiirrorp. Well, normally, yes. It de me nds on how busy they 
are themselves. I mean, not too many of the boys had a 24-hour shift 
going, or even a, you know, a 16- hour. 

Mr. Nooxr. How many platers does Udylite supply in the New 
York area or your area ¢ 

Mr. Currrorp. Job platers? 

Mr. Noone. Yes. 

Mr. CurrrorD. Probably 30. 

Mr. Noone. A total of 30 job platers? 

Mr. Currrorp. Yes. 

Mr. Noonr. How many so-called captive shops are served by Udy- 
lite 

Mr. CuirForp. About 80. 

Mr. Noonge. What would be the quantity of nic ‘kel going to job shops 
versus captive shops in the New York area for 1955 

Mr. Currrorp. Well, the job-shop boys may be a but they got 
about 60 percent of it. 

Mr. Noone. Does that stand up with your statistics? 

Mr. Cuirrorp. With my facts. 

Mr. Noone. Are your customers informed as to the quantities of 
nondefense nickel to which they are entitled / 

Mr. Currrorp. Each month. Each one of my customers has a base. 
They all know how many pounds they had in the 1949-50 period, and 
which of the three 6-months periods was their highest. 

Mr. Noone. Have you informed them as to what the base is? 

Mr. Cuirrorp. And they know exactly, in pounds, what 100 percent 
would be, and each month when Detroit says, we will say, for this 
month it will be 16 to 18 percent, our customers are so notified, and 
that is the amount of nickel they would receive. 

Mr. Noone. What procedure does your office employ, if any, in 
ascertaining the validity of defense-rated orders for nickel / 

Mr. Currrorp. Well, now, it is different. We know how many 
amperes the man can possibly use, so we are within 5 percent of what 
he can use. 
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Mr. Noone. How have you developed that information ! 

Mr. Currrorp. Pardon me. Well, each one of our accounts, we have 
a record of their equipment and how much d. c. power they have in 
gallons. 

Mr. Noone. Is this a recent development ? 

Mr. Currrorp. Yes. 

Mr. Noone. How recent? 

Mr. Currrorp. The first of the year. 

Mr. Noonr. Have you discovered abuses of the self-certification 
system on defense nickel ? 

Mr. Currrorp. Well, now it has been stopped. I mean, to more or 
less dramatize that, we went from roughly forty to fifty thousand 
pounds a month DO down to 4,000. 

Mr. Noone. Forty to fifty thousand a month in what period ? 

Mr. Currrorp. 1955 November. 

Mr. Noone. And it is now down to four or five thousand pounds? 

Mr. Currrorp. Yes. That is just my territory I am speaking of. 

Mr. Noone. For the record, how large is your territory, how far 
do you cover? 

Mr. Cuirrorp. New York to Virginia, including Virginia, and about 
half-way through Pennsylvania. 

Mr. Noone. And there are only 30 job shops in that entire area? 

Mr. Cuirrorp. That we do business with. There are a lot more. 
The people who have a base there. 

Mr. Noone. Are you satisfied that any abuses that did exist under 
the diversion of defense nickel have been stamped out ¢ 

Mr. Cuirrorp. Very much so. 

The Cuarman. How about the big users, how do they get their 
allocation ? 

Mr. Cuirrorp. I don’t have a big user in my territory. 

The Cnarrman. You do not have? 

Mr. Cirrrorp. Not of that scope. 

The CuHamman. Well, you heard the testimony this morning about 
the stainless steel on this skyscraper ? 

Mr. Currrorp. I did, sir. 

The CuHatrman. And the amount that would be used. How would 
they get their nickel? 

Mr. Cuirrorp. On the steel ? 

The CHarrman. Yes. 

Mr. Cutrrorp. I haven’t the slightest idea how the steel group gets 
its nickel. I don’t know. 

The Cuatmrman. All right. Thank you very much. 

Will you stay a little bit, Mr. Clifford? 

Mr. Cutrrorp. I will be here. 

The Cuatrman. Mr. Reeme? 
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STATEMENT OF CLYDE H. REEME, PRESIDENT, THE UDYLITE CORP., 
DETROIT, MICH.; ACCOMPANIED BY L. V. NAGLE, EXECUTIVE 
VICE PRESIDENT, THE UDYLITE CORP. 


Mr. Rreme. I have prepared a statement, if you will permit me. 

The CHarrman. Mr. Reeme, if you have any of your associates 
with you that you would like to bring up, just let them come around 
the table there. 

Mr. Reeme. I have associates. 

I think if you will let me read my statement, it may save some ques- 
tions. On the other hand, it might bring some up. 

The Cuarrman. That will be all right, sir. Just proceed in your 
own way. 

Mr. Reeme. There are a couple of things Mr. Clifford mentioned 
that I think need explanation. 

I should like to emphasize that that reduction in the New York ter- 
ritory from 40,000 pounds DO ratings down to 4,000, is with the help 
of the Nickel Division of the Department of Commerce here in Wash- 
ington. They are checking individual customers. 

The CHatrMaNn. I assume from the testimony this morning, though, 
that that is since the first of this year. 

Mr. Reeme. That is correct. It is since this was discovered, this 
matter. 

The Cyaan. Yes. 

Mr. Reeme, I do not believe you have been identified for the bene- 
fitof the record. You are Mr. C. F. 

Mr. Reeme. I am Clyde H. Reeme, please. 
Udylite Corp. of Detroit. 

The Cuarman. All right, sir, you may be seated, if you wish, or 
stand if you prefer. 

Mr. Reeme. Thank you. 

We have been requested to furnish a report to this committee rela- 
tive to the policies and procedures of our company in the distribution 
of nondefense nickel. 

By way of introduction, I will identify myself and our company. 
I am Clyde H. Reeme, president of the Udylite Corp., of Detroit, 
Mich. 

Our company is engaged in the business of the manufacture and 
sale of plating equipment of various types and in the distribution 
of metals, chemicals, and supplies used in the plating industry. The 
company also operates in other fields which are not pertinent to this 
inquiry. 

Our company purchases nickel from International Nickel Co. for 
distribution to our customers. International Nickel is our sole source 
of supply with the exception of premium nickel diverted during the 
past several months from the stockpile for civilian use. 

If that needs explanation, I can give it. There has been reference 
here today of three types of nickel: The standard price, which in 
anode form is in the neighborhood of 92 to 95 cents a pound, de- 
pending on the quantity. There is what has been referred to as 
premium nickel, selling in the dollar-thirties. That is these diversions 
from stockpile, which as I understand it resulted from the Govern- 
ment’s anxiety to boost production, making contracts to pay higher 
prices to the producers. 
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When the Government diverts from the stockpile and some of that 
is directed to us, we have to pay a higher price for it. 

Then there is, of course, the black market or so-called black market, 
which we do not deal in. 

_ This premium nickel became available to us through Alloy Metal 
Sales, Ltd., a Canadian corporation. 

Except during periods of nickel shortages, as at present, our policies 
and procedures in the distribution of this metal have been no different 
than in the distribution of any other metal or commodity. 

During the year 1949 and the first 6 months of 1950—you have 
asked about this in your wire, and that is the reason I cover that— 
there was no shortage of nickel and we were in a position to fill all 
orders which we were able to obtain for this metal. 

Beginning on or about July 1, 1950, a very drastic shortage in the 
available supply of nickel for civilian uses developed. Our supplier, 
International Nickel Co., advised us at or about that time that we could 
expect to receive only a limited supply of nickel for distribution to our 
customers for civilian uses. We were thereafter advised from time 
to time by our supplier as to the amount of nickel which would be 
allocated to us on a monthly basis for distribution to our customers 
for civilian uses. 

When this condition developed we, of necessity, were required to 
adopt such procedures as would afford to our customers substantial 
equality of treatment. We distributed to our customers, during the 
months following, available nickel on an equitable basis in relation 
to the past purchases and requirements of the customer. 

This situation continued until the National Production Authority 
issued NPA priority order M-14 relating to nickel. As this com- 
mittee no doubt knows, this order established the first 6 months of 1950 
as a base period and limited the use of nickel in manufacturing, proc- 
essing or construction to a percentage of the consumption of nickel 
during the base period. 

In January 1951, order M-14 was amended to prescribe certain 
limitations on the end uses of nickel for civilian production. 

As of June 1, 1951, the allocation of nickel was taken over by NPA. 
As of August 15, 1951, NPA Order M-80 was issued which further 
restricted the end uses of nickel for civilian production. 

NPA, under this order, initiated the policy of permitting small users 
to purchase up to 100 pounds of nickel per month without regard to 
base period purchases. 

In August of 1952, permission was granted by NPA to the use of 
three alternative base periods for determination of allocations to con- 
sumers. The periods were as follows: (1) The first 6 months of 1949, 
(2) The second 6 months of 1949, (3) The first 6 months of 1950, 
whichever produced the larger amount of nickel for each consumer, 
with the proviso that the consumer had purchased nickel from the 
supplier during the first 6 months of 1950. 

While the above-mentioned orders were in effect, the policies and 
procedures followed by the company in the distribution of nickel 
were in accordance with the provision of the orders and other direc- 
tives issued by the National Production Authority. 

Effective November 1, 1953, nickel was removed from Government 
control. The metal, however, continued in short supply for civilian 
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uses. Our supplier, International Nickel Co., continued to allocate 
to us a specified amount of nickel on a monthly basis for distribution 
to our customers. 

Our company continued in effect a policy of allocating the avail- 
able nickel to its customers on an equitable basis. It is our practice 
to supply established small users 70 pounds of nickel per month. 

The company adopted, as a basis of allocation, the base periods pre- 
scribed by NPA which have been mentioned above, that is, the choice 
of the three. 

The customer is privileged to select the base period which will atford 
to him the greater quantity of nickel. The quantity of nickel allo- 
cated to us determines the amount which we are able to allocate to our 
customers as a percentage of their base-period purchases. 

In administering the policies and procedures mentioned above and 
discharging our responsibilities in distributing this critical metal, 
we have at times found it necessary to meet emergencies and cases 
of hardship encountered by our customers. 

Inevitably cases arise involving imminent danger of a customer 
being forced out of business due to lack of nickel, with threatened 
layoits and unemployment. There are also cases of loss of nickel 
by theft or accident, and other critical situations. 

In some such instances we feel compelled to make exceptions. 

I would like to mention here, Mr. Baur, who testified this morning, 
is a good friend of mine. He was, and we realized it, in danger of 
losing his business, of going out of business. He owed us a lot of 
money, and we would certainly have had a better chance of getting our 
money by giving him unlimited quantities of nickel. 

We helped him to some extent, because we felt awfully sorry for 
him, and we felt obligated to him; but we could not give him the 
nickel he desired, we could not give him unlimited quantities. It 
would not have been fair to our other customers. 

We believe that meeting such cases on the basis of need in accord- 
ance with our best judgment is not a departure from the basic prin- 
ciples of fair and equitable treatment which we have made every 
effort to maintain. 

Representatives of the Department of Commerce, Business and De- 
fense Services Administration, periodically review our procedures 
and allocation figures relating to our distribution of nickel. This 
authority to the Department of Commerce is voluntarily granted by 
our company. 

The task has been a difficult one. No one is satisfied or can be 
satisfied, because there is simply not enough of the metal to meet the 
needs of business and industry. 

Our allocation of standard priced material from our supplier has 
been reduced during recent months with consequent caaiion to 
our customers. This has caused further dissatisfaction and criticism. 

We would most heartily welcome a constructive solution of this 
problem. 

I will leave this statement with you. I have three copies remaining. 

The Cuarrman. Mr. Reeme, what about your allocation, the amount 
which comes to you? Who determines that? 

Mr. Reeme. The Nickel Co. 

The CHatrMan. What? 
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Mr. Reeme. Well, now, wait a minute. It is my understanding the 
Nickel Co. determines our allocation with the NPA looking over 
their shoulder and approving it. 

The Cuarrman. That is what I wanted to find out. 

Mr. Reeme. That is my understanding of it. 

How that allocation is determined, I can’t tell you. I have heard 
various different methods. 

The Cuarrman. How far ahead of time do you know what your 
amount will be? 

Mr. Reeme. Probably about the 22d of the month, we will know 
what the following month is; is that correct ? 

This is the man, Mr. Minbiole, who did not come up here, who 
is closer to this matter of allocation than I am, but it is something 
we have all been very much interested in, because it has been a difficult 
problem. 

The CuatrmMan. You heard the discussion this morning about the 
stepped-up production of automobiles, and we naturally wonder how 
they get their extra amount in order to take care of that. 

Mr. Reeme. I think I could say without revealing confidences, the 
automobile companies—well, as you realize, the big increased produc- 
tion of automobiles last year was among the big companies, General 
Motors, Ford. 

I know of some very tremendous deals those people have made in- 
volving foreign ores. They wind up eventually with anodes in this 
country. 

Now, I don’t think I am revealing any confidences when I tell you 
that. In other words, they have been able—they are international— 
those companies are international in scope, and they are able to trade 
around all over the world and they make some big deals. 

Their nickel costs them a lot of money, just the same as some of the 
other people who spoke of this this morning. They don’t like it any 
more han we do or the other people do. We don’t like to see this $3 
nickel. 

Mr. Noone. Mr. Reeme, did you hear the arithmetic I went through 
with Mr. Taormina this morning on nickel required for automobile 
production ? 

Mr. Reeme. I did, sir. 

Mr. Noone. I think Mr. Taormina pointed out that the automobile 
industry used approximately 10 million pounds in 1949 versus 18 
million in 1955; and stated, furthermore, that the total supply from 
foreign sources was in the neighborhood of 4 million pounds. 

Mr. Reeme. Well, I can’t check from my own memory any of those 
figures, but as I said, I do know of some tremendous deals that have 
been made. 

Now, General Motors put in some very large machines in recent 
years. We put in one of them. We didn’t supply the nickel. They 
got the nickel for it. 

Mr. Noone. You stated that you don’t know what your basic entitle- 
ment is on the supplies you get from Inco; is that correct? 

Mr. Rreeme. We know each month what we will receive; but how 
it is determined, I do not know. 

Mr. Noone. You do not know what criteria they use ? 

Mr. Reeme. We do not think anybody in our company knows. 


IS eo has 





SUPPLY AND DISTRIBUTION OF NICKEL 99 


Mr. Noone. Are you satisfied that your company, as one of the 
largest suppliers to the plating industry, is receiving an equitable 
share of the available supply of nondefense nickel from Inco? 

Mr. Reeme. Well, you ask me an embarrassing question. I am not, 
to be frank with you. I want to enlarge on that. 

It was brought out in this yellow report of directors * this morning 
that I am on one of these task force groups. We have complained of 
that for years. We have only one meeting a year now. 

But in that task force group we have complained for years, but there 
are figures which they « ‘annot give us, which stops our argument. 
In other words, we are not able to say with any certainty that we are 
not getting our share. 

Mr. Noone. Dothey say why they cannot give you those figures 

Mr. Reeme. Yes. Because—well, the figures are confidential. But 
the reason we have no way of determining whether we are getting a 
fair percentage of the total as compared to, let’s say, 1949 as related to 
any other industry getting their share of the total as related to 1949, is 
because we don’t know how much defense is in their figures. 

And we are always told that that is a confidential figure. 

Some months ago I complained to the Nickel Co. that we are dis- 
tributing nickel on facts, conditions as they existed 6, 7 years ago, 
and that is not right. And the Nickel Co. comes back, “Well, what 
do you suggest ! y” SW ell, it is kind of tough. * “Go down to Washing- 
ton and sell them on the idea.” 

I do come down to Washington and talk to Mr. Herschman”? and 
Mr. Director™ about it. The same question: “What do you suggest ?” 

Well, frankly, it is a tough problem. I can’t suggest a means of 
bringing it up to date. 

Mr. Noone. Would you be satisfied if you could have access to the 
figures on supply and distribution of nickel for nondefense use ? 

Mr. Reeme. If we—— 

Mr. Noone. Do you feel access to that data would give you a basis 
for arriving at a determination as to whether or not you were getting 
an equitable supply ? 

Mr. Reeme. Yes, I think it would. 

Mr. Noonr. Would it then satisfy you if you did have access to that 
data ? 

Mr. Reeme. Well, let’s see if I understand you correctly. I think 
we would be able to determine from that just what Mr. Taormina was 
getting at this morning, the percentage that the plating industry is 
receiving now of the total available as compared to 1949 for our 
industry, and the same figures for other industries. I think that 
would tell the story. 

Mr. Noone. Mr. Reeme, do you have any idea as to the basic en- 
titlement. of some of the other plating suppliers, such as 

Mr. Reeme. I know nothing whatsoever about their figures, and 
for that reason I would rather not tell you today what kind of figures 
= are getting per month. But I can tell you we consider them very 
ow. 


%U. S. Dept. of Commerce publication, A Review of Nickel in the United States, 
1946 to 1956. (See Mr. Taormina’s statement, pp. 36—39.) 

11 Harry K. Herschman, Chief of Nickel Section, Ferro-alloys Branch, Iron and Steel 
Division, Business and Defense Services Administration. 

na Herman B. Director, formerly advisor on Industrial Raw Materials and Stock- 
piling, Business and Defense Services Administration. 
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Mr. Noonr. Do you apply the same policies and procedures to plat- 
ers whether they are independent job-shop platers or so-called captive 
shops? 

Mr. Reeme. Exactly. 

Mr. Noone. Your company manufactures plating equipment; does 
it not? 

Mr. Reeme. Yes, sir. 

Mr. Noone. Does it undertake to supply nickel to the purchasers 
of new plating equipment? 

Mr. Reeme. There have been occasions, as Mr. Clifford brought out, 
in small amounts. Now, somebody comes to us and tells us he wants to 
buy a full automatic machine, “I want the nickel to fill it.” He is 
apprised immediately of the situation. That is the worst thing he 
can do. 

We recognize that a new industry is entitled to some nickel. There 
have been occasions where we have supplied small amounts. Usually 
we tell the man, “You will have to find it somewhere else.” 

is that correct? 

Mr. Nace. As well as sometimes we give them foreign salts which 
do not have the nickel we get from Inco. 

Mr. Reeme. I did not bring that out. We have bought tremendous 
quantities of foreign nickel chemicals for the sake of sav ing on our— 
saving our nickel which we receiv e, because otherwise we w vould have 
to take a certain amount of it and have it converted into chemicals, 
sulfate nickel fluoride and nickel carbon. 

Mr. Noone. How do your sales on plating equipment compare with 
your sales on plating supplies? 

Mr. Reeme. If you ask me right now, it is pretty damned poor. I 
am talking about the percentage we make on the equipment. 

We don’t make a great deal on anodes. Incidentally, your chart 
here is not correct at all. We don’t make that 30 cents per pound. 

Mr. Noonr. You make what amount ? 

Mr. Reeme. I say, incidentally, this chart"? is not correct at all. We 
don’t make that 30 cents per pound, 6414 up to 9514 cents per pound. 

Mr. Ovom. Could we correct that, then, Mr. Reeme? 

Mr. Reeme. Well, I don’t think I can give you the correct figures, 
You see, we buy these rolled bars at random lengths from the mill. 
There is a 641-cent price of nickel which is the price of electrolytic 
nickel in squares, little sheets, and then it has to be melted and rolled. 

Now, we do none of that. We used to melt and cast anodes. We 
do that no more. We are buying these bars that are rolled in the 
Huntington mill. They cost us more. 

After we get them, we cut them, trim and tap them, and, in the 
case of rolled ¢ depolarized, we have got to skin them. 

Mr. Noonr. Do the squares, these small squares, cost you in the 
neighborhood of 

Mr. Reem. We don’t buy them any more. They would cost us 
this 6414-cent price, which I think you took out of the newspaper. 

Mr. Noonr. What form do you buy nickel in ? 


Mr. Reeme. We buy these long, rolled bars, which come out of the 
Huntington mill. 





ib See exhibit No. 13, p. 87. 
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Mr. Noone. What would they cost per pound ¢ 

Mr. Nacre. It is under 80 cents, I think. 

Mr. ap Under 80 cents ? 

Mr. Naeir. Yes, right around there. Then we have to cut them, 
trim them, tap them, wash them, and prepare them in packages. 

Mr. Noone. I am glad to have that. 

Mr. Nacte. I might also add that, since the shortage of nickel, the 
people cannot order in the large quantities they used to. We used 
to be able to put them on the truck, but now you do a jewelry job of 
putting band iron around them and fixing them so they can be pal 
fetized: It has been very costly. 

Mr. Noone. Mr. Reeme, can you tell us the quantity of nondefense 
nickel acquired by Udylite and distributed to the electroplating in- 
dustry for nondefense use from 1949 down to date ¢ 

Mr. Reeme. No, I cannot. We could get that figure. But I — 
like to have you tell me 1 of 2 things: either that is confidential, or you 
are going to get it from all of our ew itors, too, 

I haven't got that figure with me, but I could get it for you. We 
could develop it back in Detroit. But I don’t like to give you this 
figure unless you are going to get it at least from 6 of our competi- 
tors—5 ee compet itors, let’s si ay. 

Mr. Noone. Is it your feeling that would be disclosing confidential 
business information ? 

Mr. Reemre. Yes, sir. In all this work with NPA and the meetings 
that we 6 or 7 people have had together, we have never disclosed those 
figures to each other. 

I will do it if the rest of them will do it, willingly. 

Mr. Noonr. Mr. Reeme, we will defer that request until a later 
date. 

Mr. Reeme. Thank you. 

The Cratrman. Mr. Reeme, let me ask you about the industry 
advisory committee. 

Is there any real accomplishment with respect to it? Is there any- 
thing real done ? 

Mr. Reemr. Well, Senator, I may get myself into trouble by ex- 
pressing myself, but here, frankly, would be my feeling: 

During the war, and I refer to the Korean war, which was the real 
emergency when nickel was tight, they always had someone in there 
from this conservation, and the minute anything was said there about 
more nickel for the plating industry, he would talk, and he does not 
feel very good about the pl iting. He feels—at least at that time—it 
was quite unnecessary, and he always would bring up the point, “Well, 
we have been talking about prohibiting the use of nickel for plating 
completely.” 

Since that time, frankly, I have felt frustrated in any one of those 
meetings, because we go in, and here is the agenda, and the minute we 
start talking about whether or not the plating industry is getting its 
just share, they tell us, “Yes, it is getting its just share,” and we can’t 
get any figures to check that information. 

The Cuarrman. Do you see any reason for all of the secrecy sur 
rounding these figures? 

Mr. Rremr. Well, you read so many things in the paper that you 
think should be more or less secret, as far as disclosing them to foreign 
nations. 
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The Cuarrman. That is the very thing I am thinking about—if, 
by giving away the amount of nickel we are using for defense pur- 
poses, you would tell how many planes we are making or how many 
engines. 

Mr. Reeme. That is correct. 

The CuarrmMan. But you do not have to figure it out that way. You 
read that in the newspapers. 

Mr. Reeme. Under the circumstances, I cannot see the reason for it. 
I have not answered your question completely, though. You asked 
me, “Can I see any benefit obtained from it?” 

We came down here the last time, November and December, all with 
figures on our needs for this next year. Well, it was worth something 
to us to have this review of the nickel situation and see our own figures 
combined, to see what the industry would need for 1956 if we could 
get it; likewise, to see what each other industry needed for 1956 if 
they could get it. 

The Cuarmman. I was rather impressed, in looking through this 
thing this morning, that the task forees—— 

Mr. Reeme. Well, those are what we mean by committees; those are 
the committees.’* 

The Cuatrman. Yes; I did not see many people there that I thought 
would speak out for these small businesses that really need the help. 
They do not have much representation on those committees; do they ? 

Mr. Reeme. Well, it was proposed this morning that somebody from 
this jobbers’ organization be placed on our committee. I think it 
would be received with enthusiasm by everybody on that. 

The Cuatrrman. However, I gather from what you say it does not 
matter so much who is on it. 

Do I understand correctly that when you go to these meetings you 
are more or less told what the situation is Or are you able to sit 
there and discuss it and try to determine what the facts are? 

Mr. Reeme. That is about correct. We are given a lot of infor- 
mation. There is certain information we can never get and we just 
feel lost without it. 

The CuHatrman. Back during the Korean war, when we had the 
trouble, there was a minimum allowance to every small user, regardless 
of how small he was. 

Now, there is no such provision as that at this time; is there? 

Mr. Rreeme. Well, you see, those orders do not exist any more, as 
I mentioned. 

The CuHarrmMan. I realize that. 

Let me ask you—in the various meetings that have been held by 
the committee, the advisory committee, has there ever been a discus- 
sion of some such setup as that, to make allowance for a minimum 
amount for every user ‘ 

Mr. Rerme. Going back when it was first turned back to us, which 
I believe was December 1953, there was. And I think that is about 
the same time at which we arrived at this 70 pounds which we were 
going to give to small users per month. 

The CHarrman. Mr. Reeme, I have a recollection of hearings that 
this committee held in 1951. At that time we had several shortages, 
but the one that was pressing most urgently was aluminum. 





12 See exhibit 8, p. 37. 
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And I remember that a similar situation existed at that time with 
reference to figures on aluminum. We kept pressing, and I believe it 
was the outcome of those hearings, or in connection with those hear- 
ings that there was some change in the policy, and we began to get 

a few more facts with reference to aluminum." 

As a matter of fact, the matter worked out, and it did not take too 
long, it worked out rather satisfactorily to all businesses. 

Do you see any reason why the same thing should not prevail 
the case of nickel ¢ 

Mr. Reeme. I do not. 

The Cuarrman. Well, I hope that in your next industry meeting of 
the committee, you strongly urge a little more practical application 
of the rules regarding the supply of information on the supply of 
nickel and the distribution and use of nickel. 

Mr. Reeme. I will try, sir. 

The Cuarrman. I have nothing else. 

Is there anything further ? 

Mr. Sruurs. Mr. Noone asked you about the sales, Mr. Reeme, of 
plating equipment. You may not want to give us absolute figures on 
the dollars of equipment that you sell, sold, let’s say, in 1949, 1950, 
and 1955. 

Mr. Reeme. You are too far back. I can’t. Well, 1955—our sales, 
total sales of equipment for the year 1955 must have been in the 
neighborhood of $12-$13 million. 

Mr. Srutts. How does this correspond with your sales in 1949 or 
1950? 

Mr. Reeme. I am sure it’s much larger. 

Mr. Srutts. Much larger? 

Mr. Reeme. You must remember in that, though, we just got into 
this full automatic business. Now the full automatics are the largest 
pieces of equipment we sell, the largest types of equipment. We just 
got into that since the war, or really during the war. I am speaking 
of the big war. And it t: akes time to deve slop ‘that. 

Mr. Stutts. So, despite the fact 

Mr. Reeme. To build it up. 

Mr. Stutrs (continuing). That you told your potential customers 
that they were silly to buy your equipment because they could not 
get nickel, they seemed to have disregarded your suggestion. 

Mr. Reeme. W e don’t tell them exactly that, although I could name 
you a few occasions where we have told them exactly that. In fact, 
to take their orders back, they were not smart at all. 

Now we just apprise them of the situation, and we tell them, “You 
are taking your own chances, and we are not going to fill this machine.” 

I would like to point out to you, I know people i in the audience from 
Detroit know of one very large order we have right now for 2 ma- 
chines for the Ford Motor Co., which are 750 feet long. Those are 
very large machines, and this is a big order. 

T would like to point out that in those machines there is, I believe— 
they are going to be used for bumpers, incidentally. 

Mr. Stutts. Bumpers ?/ 





%3 Hearing before the Senate Select Committee on Small Business entitled ‘Material 
Shortages : Aluminum,” 82d Cong., Ist sess., January 26, 1951. 
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Mr. Reeme. Bumpers, bumper-guards, and so forth. 

There is 30 minutes of white brass and only 8 minutes of nickel. 
That is very unusual. Usually a bumper has copper, nickel, and 
chromium. They are going to have so-called white brass, which is a 
brass containing high zine. 

Mr. Srvuuts. Nonetheless, you will certainly have a great deal of 
nickel if the plant is that big. 

Mr. Reeme. Yes. 

Mr. Sruutrs. Where are they going to get it ? 

Mr. Reeme. There is a bumper on every Ford going out now, and 
instead of so much nickel on that bumper, it is going to be largely 
white brass and a small amount of nickel. 

Mr. Struts. You mean instead of some small jobber plating the 
bumpers, Ford is going to do it himself? 

Mr. Reeme. It is the bumper manufacturer, not the jobber. 

Mr. Stvuurs. Well, the bumper manufacturer. 

Mr. Reeme. Yes. 

Mr. Srvuurs. Are you going to shift and decide, “since you were 
going to do bumpers for “Ford and Ford is going to do it itself, we 
are going to take away X amount of nickel ‘from you and give it to 
Ford”? 

Mr. Reeme. I think what it will do is eliminate some of this $3 
nickel Ford has been buying. 

Mr. Stvuvts. You think Ford will keep on buying $3 nickel? 

Mr. Reem. I beg your pardon, Ford or Ford suppliers. I really 
imagine Ford has been paying for it, but I really don’t know. 

Mr. Nace. There will be less nickel consumed, because instead of 
having overall—because they will be using white brass. 

Mr. Sturrs. On the other hand, Ford has not been buying nickel 
itself unless it has been buying it and supplying it to the plater or to 
the supplier. 

Mr. Reeme. That is right, Ford has not been making all of it. They 
have been using some nickel. 

Mr. Sruurs. So their base is poor. 

Mr. Reeme. That is right. 

Mr. Srcurs. And they are going to have to get a lot more. 

Mr. Reeme. For 8 minutes of nickel, it will ‘be more. 

Mr. Naare. It is only one-fourth of ‘the nickel that ordinar ily would 
be put on the bumper. 

Mr. Srvvrs. But they are making a lot more, four times as many 
bumpers. I mean, you will ce ertainly concede that the Ford Motor 
Car Co. is going to need more nickel, whether they have 8 minutes 
or 30 minutes. 

Mr. Rerme. Well, Ford Motor themselves, but the bumper manu- 
facturers will need much less. 

Mr. Nace. I might also add—— 

Mr. Srurts. Those are some of the people who are going out of busi- 
ness or merging right now; is that correct ? 

Mr. Reem. 1 don’t know. 

Mr. Nacir. I might also add, Ford did not ask us to give them 
any nickel in connection with this job, nor did they ask any of the 
other people who were bidding. 

Mr. Stcits. Would you assume, then, it was from Inco? 
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Mr. Nacie. That they were getting it? I would not assume it, 
no. 

Mr. Reeme. Your big deals in Ford and General Motors are high- 
price nickel. Ford takien what they can get, and General Motors 
take what they can get from each one of us suppliers, but their big 
nickel comes from the foreign situation. 

Mr. Sruurs. From what? 

Mr. Reeme. Foreign situation, and they pay high prices for it. 

Mr. Nacte. I might also add, in a conversation I had out there with 
a person in the purchasing department, they called me out to ask me 
what the nickel situation looked like. The reason they were asking 
that question, should they jump into the foreign market now, or wait 
another 3 or 4 months before they started buying for this machine. 

Mr. Struts. We have heard that the total imports are only 4 million 
pounds; is that right ? 

Mr. Reeme. I am not able to answer that. 

Mr. Stcuurs. Well, the testimony this morning was about 4 million 
pounds. 

Mr. Reeme. Well, it may be right. 

Mr. Sruuts. And we also heard testimony from one of our witnesses, 
if all of that foreign import nickel went to the automobile companies, 
they would still be running a deficit. 

Obviously, if they used less nickel, maybe the poundage is incorrect 
as the witness told us. But nonetheless, I sort of hesitate to have this 
committee put its entire trust on the fact that the only place the 
automobile companies get nickel is in imported, thereby relieving Inco 
or you seven distributors of Inco—— 

Mr. Reeme. I didn’t say that was the only place, but I say that is 
where big nickel is coming from. 

Mr. Struts. That was the impression. And you figure they are 
more likely to use foreign stuff than anybody else? 

Mr. Reemr. Yes; because I know some of the big boys. 

Mr. Opvom. Mr. Reeme, we have had some suggestion to the com- 
mittee with reference to the scrap which is available to the platers 
after the anodes have been used. I believe there is some scrap that 
is available; is that correct ? 

Mr. Reeme. There is now—we are not now taking back scrap for 
remelting because of the fact we have discontinued melting opera- 
tions. As I said before, we don’t cast anodes. 

But we sell a basket which can be used to use up that scrap, to hang— 
it is a rubber-covered basket in which they hang these, we call them 
nubbins. An anode will wind up with a small piece or a sword left 
when the best part of it has been removed, and we advise them to hang 
these—they are known as anode-saver baskets—in the tank with one 
anode going down through it to form the contact with the other metal, 
and consume the scrap that way. 

Now, some of our competitors are taking back this scrap, recasting 
it into new anodes, which gives them a full length again to hang back 
on the tanks. We are not doing that. 

I am not criticizing the practice whatsoever. We are just not 
equipped to do it any more. 

Mr. Ovom. They sell this recast at the same- 

Mr. Reeme. They probably just charge a fee. 

Mr. Opom. Recasting fee ? 
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Mr. Reeme. A toll fee for recasting it, and the customer takes the 
little loss that occurs in the recasting operation. 

Mr. Noone. Have you any estimate as to the amount of prime 
ee that may be lost as scrap through grinding or casting opera- 
tions 

Mr. Reeme. Well, you speak of casting operations. I think very 
minor in our own experience; and in our rolling operations, in some 
of this nickel which we have purchased which I mentioned in here, 
from the Alloy Metal Sales of Canada, these are the diversions from 
the stockpile; they are always in this electrolytic form. Well, we 
make a trade with the Nickel Co., because we want to get bars. 

We have Alloy Metal ship our electrolytic down to Huntington, 
and they do that for us on a toll basis with, I think, a guaranteed 4- 
percent loss; is that correct? In other words, not to exceed 4 percent 
in the rolling operation. 

Mr. Noone. One last question with reference to your system of allo- 
cations to your plater customers: Do you know whether your com- 
petitors follow the same system of allocation 

Mr. Rereme. They follow 

Mr. Noone (continuing). On nondefense nickel? 

Mr. Reeme. They follow some on the base system. I do not believe 
they are given the choice of the three base periods. 

Mr. Noone. It could be that they are using a base period different. 
from yours? 

Mr. Reeme. 1950, that is correct. 

Mr. Noone. Have you had any discussions with your competitors 
relative to that? 

Mr. Reeme. Perhaps we did about 3 years ago, but not recently. 

Mr. Noone. In establishing your own base periods, did you do that 
after consultation with Commerce, or on your own initiative? 

Mr. Reeme. Well, it is really just a carryover from Commerce, that 
is what Commerce was doing when they were allocating, and we just 
went on with the same practice. 

The Cuarrman. The committee will be in recess until 10 a. m. to- 
morrow, in room 155. 

I may say, so far as we are concerned, all of the witnesses who ap- 
peared before us today are released. 

(Whereupon, at 4:55 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, May 31, 1956.) 
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THURSDAY, MAY 31, 1956 


Untrep Srates SENATE, 
SeLecrt CoMMITTEE ON SMALL BUSINESS, 
W ashington, D. @. 

The Select Committee on Small Business, pursuant to adjournment, 
at 10:10 a. m., in room 301 Senate Office Building, Senator John 
Sparkman (chairman) presiding. 

Present: Senators Sparkman, Smathers, and Morse. 

Also present: Walter B. Stults, staff director; Lewis G. Odom, Jr., 
chief counsel; Charles M. Noone, counsel, and William D. Amis, pro 
fessional staff member; Katherine King, legislative assistant to Sen- 
ator Morse; Darrell Coover, legislative assistant to Senator Gold- 
water. 

The Cuatrman. Let the committee come to order, please. 

This morning we have some witnesses present from the Govern- 
ment, Mr. Frederick H. Mueller, Assistant Secretary of Commerce; 
Mr. Charles Honeywell, Administrator; Mr. If. B. MeCoy, Deputy 
Administrator, Business and Defense Services Administration, and 
Mr. Harry Herschman, nickel specialist, lron and Steel Division, 
Business and Defense Services Administration. 

Gentlemen, we are glad to have you with us. You know what our 
problem is, and may I ask: Do you have a prepared statement / 

Mr. Mvetter. I do, sir. 

The CHatrman. All right, sir. If you will proceed in your own 
way. 


STATEMENT OF FREDERICK H. MUELLER, ASSISTANT SECRETARY 
FOR DOMESTIC AFFAIRS, DEPARTMENT OF COMMERCE: ACCOM- 
PANIED BY CHARLES F. HONEYWELL, ADMINISTRATOR; H. B. 
McCOY, DEPUTY ADMINISTRATOR, BUSINESS AND DEFENSE 
SERVICES ADMINISTRATION; AND HARRY K. HERSCHMAN, 
NICKEL SPECIALIST, IRON AND STEEL DIVISION, BUSINESS AND 
DEFENSE SERVICES ADMINISTRATION 


Mr. Mvetier. Mr. Chairman, I am glad to appear before this com- 
mittee in response to your request received earlier this week to discuss 
the availability of nickel for civilian uses. 

I understand that there has been furnished to the committee the 
rather extensive data (much of it classified) relating to the entire 
nickel situation which the Department of Commerce recently assem- 
bled and made available to the Joint Committee on Defense Produc- 
tion.’ Accordingly, I propose at this time merely to review the nickel 

1 Retained in committee files. 
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situation briefly and with special emphasis on those aspects with 
which this committee has indicated it 1s primarily concerned. 

The present nickel situation in this country may be characterized 
as one of basic shortage, that is, inadequacy of present supply to 
meet a total demand of ever-increasing magnitude, both military and 
civilian. Cure for this situation must come from increasing overall 
supply. Measures to that end are under way, indeed have been under 
way for some time. These are being undertaken at the behest of and 
with the assistance of the Government. As both Secretary Weeks 
and Dr. Flemming have stated on repeated occasions, solution is not 
to be found in the direction of reimposing general Government con- 
trols on the civilian distribution of nickel. 

Such controls would not improve the situation, in our opinion, 
Certainly they would not increase the total quantities of “a avail- 
able for nondefense purposes. Nor could they result in increased 
quantities of nickel for the individual consumer unless, as a feature 
of such controls, resort were had to a system which would favor some 
types of civilian uses at the expense of others deemed less essential 
to the community. To do this would, in effect, pronounce death sen- 
tence for many firms and businesses which are now dependent on 
nickel for purposes which, although perfectly legitimate, are rela- 
tively less essential. The impact would be felt most heavily among 
those groups which are of special concern to this committee, namely, 
small businesses and in particular the plating industry. 

The CHatrman. Mr. Mueller, let me ask you: Had you rather com- 
plete your statement before any questioning, or would you rather be 
questioned as you go along? 

Mr. Muetier. You, of course, can question at any time, but I be- 
lieve that most of the factors that are going to be in your mind will 
have been covered, and it may save time if I can complete it, with 
your permission. 

The Cuarrman. Go right ahead. All right. 

Mr. Mvetzier. When Government controls over nickel were termi- 
nated in November 1953 this was done only upon assurance from nickel 
producers and suppliers that distribution of the balance of nickel 
supply available for nondefense use could and would be eifected in an 
equitable and orderly fashion. The desired equitable and orderly 
distribution of nickel in the civilian area without Government controls 
has in the main been achieved, criticisms to the contrary notwith- 
standing. That this has been the case is largely attributable to the 
conscientious efforts of the individual producers and suppliers, and 
their cooperation and willingness in subjecting their dealings and rec- 
ords to Government inquiry and inspection as requested. 

Of great practical significance has been the position of the Inter- 
national Nickel Co. as the predominant producer-supplier. This has 
enabled it to adjust its distribution to take into account quantities of 
nickel received by its customers from other suppliers. Inco appor- 
tions its deliveries on a basis which takes into account the consumer’s 
individual historical use during a base period. Appropriate adjust- 
ment is made for such factors as loss of nickel consumption during the 
period of Government use restrictions, new entry into business and the 
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like. The plating suppliers in turn adhere to a practice of distributing 
the nondefense ale received by them to their plating customers on 
the basis of their respective average monthly base purchases during 
the most favorable of the following 6-month period: the first half 
of 1949, the second half of 1949, or the first half of 1950. Here, again, 
provision is made to accommodate the needs of new platers to a limited 
extent. 

When the distributor of Government-owned Nicaro nickel receives a 
request from potential new customers, the application is referred to the 
General Services Administration for credit reference. The GSA has 
in the past requested the Department of Commerce to advise the GSA 
whether the potential customer is a bona fide nickel consumer and not 
a person who seeks to purchase nickel solely for the purpose of resale. 
The Department of Commerce advice is limited to a description of the 
known nickel-consuming history of the potential customer and recom- 
mendation of action on applic ‘ation of customer. GSA, as the admin- 
istering agency of the Nicaro operations, makes the decision. 

In authorizing diversions of premium-price nickel the Government 
specifies that the nickel is to be distributed in a fair and equitable 
manner. 

I cannot in public hearing reveal the nondefense availability of 
nickel, since to do so would expose cl: issified information on the defense 
requirements. However, this committee has been given a copy of : 
classified report recently prepared for the Joint Committee on De- 
fense Production in which the nondefense data desired by the Com- 

mittee is available.’ 

With particular reference to the total nickel available for plating, 
your attention is directed to the Bureau of Mines statistics. These 
data show that of nickel made available for all industries during the 
past 2 years for defense and nondefense purposes, the platers received 
15.6 percent in 1954 and 14.3 percent in 1955. The decline indicated 
is attributed to a decrease of defense requirements for plating nickel. 

On March 15 we addressed a letter to the chairman of this com 
mittee outlining the steps that had been and were being taken to cope 
with illegal acquisition of nickel under the Defense Production Act 
and regulations issued by the Department of Commerce. At that time 

we transmitted to the committee the names of 35 firms with respect to 
which investigations had been undertaken by us but not comple ‘tec. 
In these cases sufficient prima facie evidence of violations of regula 
tions of the Department had been developed to justify the taking of 
administrative action to restrict the use of priority ratings. Where 
our completed investigation has revealed evidence of willful violation 
we will, as we have in the past, refer such cases to the Department 
of Justice for appropriate action. It is my understanding that among 
those subpenaed by the committee, according to its press release of 
May 29, were several appearing in the list furnished by the Department 
of Commerce on March 15. 








































2 Retained in committee files. 
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(Letter referred to follows :) 


Exureitr No. 15 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington, March 15, 1956. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 


My Dear SENATOR SPARKMAN: This is in reply to your letter dated March 6, 
1956, concerning our investigation of the distribution of nickel. 

Our investigation has not been completed but certain aspects of it have pro- 
ceeded to a stage where sufficient prima facie evidence of violations of the De- 
fense Production Act and regulations of this agency has been developed to justify 
the taking of administrative action to restrict the utilization of priority ratings 
in the cases of those firms where such abuses have been found to exist. A list 
of the names and addresses of these firms is attached.’ 

While we are conducting an investigation of all areas of nickel consumption we 
have first concentrated on illegal traffic in the plating area. One of our principal 
reasons for this plan of procedure was the fact that complaints, including a large 
number of inquiries from Members of Congress, indicated the presence of sub- 
stantial quantities of domestic bootleg nickel anodes for sale at what appeared to 
be exorbitant prices. Field investigations confirmed the existence of this black 
market. Since this traffic strongly suggested that nickel acquired by priority 
rating was being sold rather than used for the purpose for which it was obtained 
we devoted our initial efforts to this aspect of the problem. 

By way. of explanation, our procedure was to address communications to all 
known purchasers of nickel who obtained part or all of their requirements by the 
use of priority ratings. These inquiries required the addressees to identify in 
detail their authorized military and AEC purchases and to disclose their quanti- 
tative requirements. These data were matched against the actual DO rated 
orders placed by these concerns with nickel suppliers. 

Where substantial discrepancies appeared directives were issued to all of the 
principal suppliers of this segment of the industry (plating) requiring them to 
withhold further delivery upon rated orders to the designated firms and to trans- 
mit such orders to this agency for our scrutiny prior to their acceptance. Notifi- 
cation of this action was given to the affected concerns. Copies of the forms 
used in taking the above actions are also attached.*’ To date this administrative 
action has been successful in reducing by a very substantial percentage and 
poundage the amount of nickel which has improperly been obtained through the 
use of priority ratings in this area of consumption. 

The cases in which the above-described administrative action was taken are 
under continuing review for the purpose of ascertaining when and to what extent 
the subject firms should be relieved from the directives and also to determine 
whether there is present sufficient evidence of willful violation of the Defense 
Production Act to require transmittal of any particular cases to the Department 
of Justice with a recommendation for criminal prosecution. 

With respect to areas other than plating, we are currently engaged in investi- 
gating 46 firms where there is some indication that excessive ordering on priority 
ratings may be involved. These cases have not yet proceeded to a status where 
we are in a position to make any determination as to the existence of prima 
facie evidence of violations. We accordingly feel that it would be improper for | 
us to disclose at this time the names of the firms to which this group of investiga- | 
tions pertains. 

Please be assured that we are anxious to extend our full cooperation to your 
committee. 

Sincerely yours, 





Cuas. F. HONEYWELL, Administrator. 


1 Retained in committee files. 
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By delegation under the Defense Production Act, the Department 
of Commerce administers the priorities and allocations system de- 
signed to channel products and materials needed for timely comple- 
tion of military and atomic energy programs. This is accomplished 
through the operations of the defense materials system and its sup- 
porting regulations and orders. Persons who receive so-called de- 
fense rated orders are authorized to place preferential delivery orders 
with suppliers to obtain the production materials needed to fulfill 
such defense rated orders. The regulations and orders which furnish 
the mechanism for this procedure expressly provide, first, that no 
person shall use rating authority unless he is authorized to do so, 
second, that no person may place rated orders for more material than 
required to fill his defense orders, and third, that each rated order 
must bear a certification which constitutes a representation that the 
person placing it is authorized to do so by appropriate regulations 
and orders. Willful violation of any of these provisions is made a 
criminal offense by the Defense Production Act. Obviously, the temp- 
tation to make an illegal profit, by means of violations of the priorities 
system, will always exist when the demand for certain materials, such 
as nickel, exceeds the supply. 

I now turn to a discussion of the compliance and enforcement re- 
sponsibilities of the Department of Commerce under the Defense 
Production Act in connection with the acquisition of nickel. These 
responsibilities are carried out by the Business and Defense Services 
Administration which works in close liaison with other agencies of 
Government in developing and executing suitable programs. Be- 
cause of the =annianl possibility of obtaining nickel through the 
fraudulent use of the priority rating authority and the strong financial 
temptation to reap a profit by resale, most of these efforts have been 
devoted to plugging up any actual or potential holes in the priorities 
system as it affects nickel and in seeking to bring violators to book. 

Commencing in March 1954 a system of reporting was installed 
whereby nickel suppliers report monthly on the placement of all rated 
orders of a certain magnitude. These reports are analyzed and are 
used as a basis for spot checks of individual purchasers. Some non- 
willful irregularities were discovered and corrected administratively. 
Other willful cases were referred to the Department of Justice as 
previously mentioned. 

In March and June of 1954 BDSA Regulation 2 was amended to 
require purchasers of rated nickel who found that it was no longer 
needed to fulfill military requirements to hold such nickel for other 
military uses or to return it for the benefit of the nondefense segment 
of the economy. Significant quantities were salvaged through these 
amendments. 

In November of 1955 letters were addressed to all of the principal 
suppliers of the plating industry calling pointed attention to the 
strict requirements of the priority rating system and urging their 
full cooperation. The result of this action was gratifying. On the 
heels of this action surveys were initiated of all purchases of rated 
nickel in all areas of consumption. By comparison of the rated pur- 
chases reported by nickel suppliers with defense needs of their cus- 
tomers, it was possible to determine with reasonable accuracy where 
unauthorized or excessive purchasing was taking place. Where this 
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was found, directives were issued to the suppliers prohibiting their 
acceptance on a priority basis of further rated orders from designated 
customers and requiring that future orders from such parties be 
referred to BDSA for scrutiny and validation. While it is impossible 
to state precisely how much nickel was saved by means of this pro- 
cedure, we estimate that 50,000 to 100,000 pounds a month may have 
been so conserved. This is the plating area alone. We have had 
occasion to investigate 46 cases in areas other than plating of which 
10 remain under study. Action will be taken in these cases if 
warranted, 

Recently, after careful study and with the full concurrence and 
cooperation of the Office of Defense Mobilization, Department of De- 
fense, and Atomic Energy Commission, directives were issued to all 
further converters and primary producers of steel controlled ma- 
terials, including all nickel-bearing steels, requiring identification 
of further converters’ orders for military uses with the special symbol 
FC. While this was not strictly a compliance action, we believe it 
will have important consequences in preventing slippage on nickel- 
bearing steel obtained by further converters under their specially 
authorized set-asides for defense purposes. 

The terms “black market” and “gray market” have been loosely used 
to characterize transactions in nickel at exorbitant prices. In fairness 
to all concerned, we think that the distinctly different meanings of 
these expressions should be made clear and that a sharp distinction 
should be drawn between “black market,” that is to say illegal transac- 
tions, and “gray market,” meaning other premium-price transactions. 
Inasmuch as there are no laws or regulations governing price, the mere 
sale of a commodity at whatever price it will bring in the market- 
place is not illegal. It is no more than the simple operation of the 
law of supply and demand. 

There has undoubtedly been a small amount of traffic in nickel 
acquired illegally through the use of priority ratings. The volume 
of this traffic has, we believe, been substantially curbed and reduced 
by the various enforcement measures we have taken and are continuing 
to take. In our judgment, at the present time a good deal less than 
one-half of 1 percent of the total quantity of nickel moving in com- 
merce consists of metal acquired in violation of law. If the term 
“black market” is to be employed at all it should be limited to this 
material. Failure to distinguish between legal and illegal transac- 
tions by tarring them indiscriminately with the black or gray market 
brush merely muddies the waters and increases the difficult and com- 
plexity of our enforcement problem. Before leaving this subject I 
should like to emphasize that we would welcome any information from 
this committee or its staff which would point to violations or abuses. 
Similarly, we would welcome any such information from members of 
industry. Indeed, we regard it as an obligation on their part to make 
such disclosures to us. The committee may be assured that we will 
vigorously pursue and investigate any reports of violations or abuses. 

Now, I should like to refer briefly to certain other activities of the 
Department of Commerce in connection with the civilian acquisition 
of nickel. During the past year over 300 inquiries were received by 
the Department from persons who indicated that they felt they were 
not receiving their fair share of nickel supplies. Every one of these 
was checked into by the Business and Defense Services Administration, 
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and only in one case did we find that the complainant had not received 
his fairshare. This situation was promptly corrected by the supplier 
when called to his attention by us. 

I understand that Dr. Flemming is scheduled to testify before this 
committee later today. It is my further understanding that he will 
cover in some detail the various efforts to increase the availability of 
nickel for civilian consumption, including expansion programs and 
diversions from shipments scheduled to the Government under the 
Stock Piling and Defense Production Acts. Therefore I will not un- 
dertake to comment on these activities. 

We feel that the Government has been doing everything possible to 
expand the supplies of nickel to assure that defense requirements are 
met on a priority basis, and to maintain an equitable distribution in 
the civilianeconomy. It is our opinion that the efforts of the Govern 
ment in these directions have been successful, although there have been 
virtually no additional supplies available for civilian uses. 

The administration has stated that it opposes imposition of civilian 
controls on nickel. We are fully aware of the problems faced by 
manufacturers in trying to conduct their operations in the face of an 
insufficient supply of raw material. We in the executive branch have 
tried conscientiously to take every action which we felt would benefit 
industry and at the same time not jeopardize our defense production 
and our long-run national security. It has been advocated by some 
that the Government should reimpose controls on the use and distribu- 
tion of nickel for all purposes. We would vigorously resist this since 
Government controls would not increase the total supply of nickel, 
and the Government would be placed in the position of injecting itself 
directly into the private affairs of a great many business firms. Fur- 
thermore, with Government controls, it would probably be necessary, 
as I have pointed out earlier, to restrict or prohibit the use of nickel 
for decorative or nonfunctional purposes. If this should be the case, 
the Government would be making the decision as to which private 
business establishments were more important than others, which is a 
function of Government generally abhorrent to our basic concept of 
a free enterprise economy. Those businessmen who advocate Gov- 
ernment controls in this particular case should weigh their own situa- 
tion most thoughtfully lest they find that under Government controls 
they would not be permitted to consume nickel. 

The Cuatrrman. Thank you, Mr. Mueller. 

Mr. Stults has some questions. 

Mr. Srurts. Mr. Secretary, let us start out by talking about controls, 
since your statement began and ended with that. 

I noticed the trade press also uses the threat of a death edict to 
try to get the platers to withdraw their demands for controls on 
distribution. 

I want to ask you why you feel that an end-use prohibition must 
be placed in order to have Government controls. 

Mr. Mue.ier. Well, as my statement, and everybody else knows, 
we have a very limited supply of nickel that is available for civilian 
use. 

Mr. Srutts. Right there, we have how much—compared to 1949 
or 1950—for nondefense ? 

Mr. Muetier. Approximately the same. 

Mr. Struts. Right. 
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Mr. Mue.ier. And the economy, of course, in the meantime, has 
grown considerably larger. 

Mr. Sruurs. Yes. 

Mr. Muetter. So that the pressure is there. 

Mr. Srutrs. Well, we do have just about the same; so let us get 
that clear. 


Now, you may remember that during the Korean crisis we had con- 


trols on any number of items, none of which had end use, with the 


exception of nickel and one or two other metals, where there were 
prohibitions, but in the case of aluminum—aluminum fabricators 
were cut back to, say, 35 percent of the base period; is that correct? 


Mr. Mvuetier. I would have to check that, but I would have to 


assume it. 

Mr. McCoy. Yes, but even lower in some cases. 

Mr. Sruurs. But there was never an imposition of end-use prohibi- 
tion or restriction 

Mr. McCoy. Not a complete prohibition. There were certain pro- 
hibited uses in copper and others, but the most stringent prohibition of 
use was on nickel. 

The Cuarrman. There was a proposed order. 

Mr. Stutts. That’s right. 

The CHarmman. Regarding nonessential uses of aluminum; but 
that order was suspended and finally revoked. 

Mr. Sruurs. Mr. McCoy, I think, remembers some of the clashes 
we had over that. 

Mr. Mueuier. We did limit, as I remember, the amount of plating, 
the thickness of plating. 

Mr. Sruurs. That’s right. I remember we did do that. 

Since we have right now about the same amount for civil uses that 
we had in 1949 and 1950, how can you account for the fact that platers 
were cut back to, say, 30 percent of their base period use ? 

Mr. Muetzer. Of course, we make no allocation. The Government 
does not allocate. 

Mr. Sruuts. No, sir. I ask you to look at page 8 in your statement, 
where you say: “We have received 300 inquiries from persons who 
indicated they felt they were not receiving their fair share. We have 
looked into these, and only in one case”—now, I assume that some 
of these 300 were platers; am I correct ? 

Mr. Muetuer. I assume so. 

Mr. Stutts. Do you feel it is equitable for a man to be getting 30 
percent of a base when there is 100 percent available for the civilian 
market ? / 

Mr. Muetirr. Categorically, I would say you are certainly correct 
in your assumption, and I would say the answer is “No.” But let me 
say this: Our investigation of these, shall we say, complaints, was a 
matter of public service. It was not a matter of ae legality or any 
Penpouailllig that we had, other than that we would have a public 
service—— 

Mr. Sturts. Yes, sir. But, Mr. Secretary, you tell this committee 
that you feel that, by and large, the distribution of nickel is equitable. 
This is a value judgment on the part of a public agency. I wonder if 
that value judgment is correct, when we look at the facts just pointed 
out, that one user of nickel gets 30 percent; stainless steel usage has 
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gone up quite substantially over that period of time—on page 2—and 
1 will quote from your statement : 

The desired equitable and orderly distribution of nickel in the civilian area 
without Government controls has in the main been achieved, criticisms to the 
contrary notwithstanding. 

Mr. Mveuurr. That’s right. 

Mr. Struts. That is a very strong statement, that you feel that 
things are right and bright in this world. 

Mr. Mvetirr. Well, now, wait a minute. We don’t say they are 
right and bright. We say that within the amount of nickel that is 
available, we feel that the distributors have endeavored to make a 
proper distribution. 

Mr. Sruuits. You have felt that it is abhorrent for Government to 
make a decision as among the various users of nickel. Do you feel 
that it is abhorrent for a private corporation to be in the position of 
deciding whether buildings shall be coated with stainless steel, or 
electroplaters shall go out of business ¢ 

Mr. Mvetirr. Of course, that is the situation that you might say is 
a matter of supply and demand, for this reason: I would assume, an- 
swering that question again, if the people who supplied the stainless 
steel for the building, rather, the nickel for the stainless steel, felt that 
in the long-run interests of both the nickel industry and the steel 
industry it was desired to do that ; that would be their judgment. 

Now, if by doing that they put platers out of business—TI don’t think 
that has been determined that that has been the effect, that they have 
put platers out of business. 

Mr. Srutts. Is it not true, however, that private individuals are now 
making those judgments ¢ 

Mr. Mvetier. That is true. I think they make judgments every 
day within the supply. 

Mr. Sruuts. That is true. 

Your department does have some responsibility in the organic act 
setting up—setting you up for looking out for the interests of business 
concerns. 

How many small businesses do you have who are considered under 
your department ? 

Mr. Mvuetier. How many small businesses ? 

Mr. Sruurs. Yes. 

Mr. Mve.irr. Oh, I’d say approximately 400,000. 

Mr. Sruurs. Well, we figured it must be about 4 million small busi- 
nesses altogether. 

Mr. Mvetier. About 400,000 corporations, I should have said. I 
beg your pardon. 

Mr. Srvutrs. But, you would view with some concern, I assume, 
action, whether taken by a Government agency or taken by individuals, 
which would substantially lessen competition or reduce the number of 
businesses ¢ 

Mr. Muetter. I certainly would. I am a small-business man—or 
I was, myself—and I am very cognizant of the situation. I would 
do anything I could to assist them, within the free-enterprise system. 

Mr. Sruurs. Thank you, Mr. Secretary. 

The Cuarmman. Mr. Odom. 

Mr. Opvom. Mr. Mueller, I think Mr. Stults asked you one specific 
question, and I am not too sure it was answered. 
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One of the matters that has concerned the committee is the position 
of International Nickel Co., as a force for control in the nickel 
industry. 

Now, Mr. Stults talked to you about your position with reference 
to Government control. You find Government control as being abhor- 
rent, and say that the Administration’s position on this matter is that 
there should be no Government control. 

What is your position with reference to one member, one element in 
the industry—International Nickel Co.—having such an influence 
that it can control that industry? Do you find that equally abhorrent ? 

Mr. Mvrrurr. I think it is, as a general thing, a bad thing for 
industry, for the free-enterprise sy stem, when one or ganization is in 
a position to control any product or any material. 

Mr. Onom. Do you think that is the situation in this industry ? 

Mr. Mvetter. I think to lar ‘ge extent the International Nickel Co., 
being in a dominant position in the nickel business, does, because of 
that ] position, have to make decisions with respect to the distribution 
of nickel. 

I do, however, feel that the very fact of their dominance and of 
their determination, you might say, not to continue to dominate, but 
to make it possible for the ongoing of their own business, determines 
that they shall make those decisions in the best interests of the econ- 
omy, as a whole, 

Mr. Opvom. Rather than in the best interests of International Nickel. 

Mr. Mvuetier. Right. 

Mr. Opvom. So that you could say as between International Nickel 
Co. controlling that industry and the Government controlling the 
industry, you would rest it in the hands of International Nickel Co.; 
is that your testimony ? 

Mr. Muerier. Well, as a matter of fact, that is the way it has been 
done, to a large extent. 

Mr. Opom. And you think that is the best procedure ? 

Mr. Mvetirr. I think it is far preferable to the Government 
doing it. 

Mr. Opom. Yes, sir. 

When the controls were lifted in 1953, I think it was November of 
1953, was there any agreement or conditions placed upon International 
Nickel Co. at that time by the Government with reference to Govern- 
ment inspection of their books, with reference to distribution of nickel ? 

Mr. Mvetter. I believe there was a voluntary agreement on their 
part. 

Mr. Opnom. What in substance was that agreement? 

Mr. Mvetter. I would have to ask Mr. McCoy to answer that, be- 
cause he knew. 

Mr. McCoy. As you know, considerable thought was given to decon- 
trolling nickel before it was actually authorized. International Nickel 
Co. was then the dominant supplier, there were 2 or 3 others supplying 
smaller amounts, and Nicaro production owned by the United States. 

The Secretary of Commerce conferred with the management of In- 
ternational Nickel regarding the distribution of nickel. 

First, there was not enough nickel to meet all the demands at that 
time, it was admitted. It was felt however, that we should return 
the distribution of nickel in the civilian economy to private hands, if 
they would undertake to pick up civilian distribution where the Gov- 
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ernment left off. The distribution system we had at that time, we 
thought was a fair one. The nickel suppliers agreed to report to us 
regularly on the defense requirements as placed through them on rated 
orders, so that the Department of Commerce, ODM, and others would 
have: (1), Full information about the defense requirements as certified 
by buyers of nickel for defense purposes; and (2), the sup plie rs, pri 
marily International Nickel Co., would reveal to us their policies with 
regard to the distribution of nickel or nondefense purposes, picking 
up where the Government controls left off. 

The agreement was that the Government would be able to examine 
their records of shipments to ascertain In what way they were dis 
tributing the available nickel, after defense needs were supplied to 
their regular customers, and as to their policy in taking care of new 
customers that may apply for allotments of nondefense nickel. 

This arrangement has been maintained to date. We have access to 
their private records on their customer relationships, not only Inco 
but also the plating supply houses who have given us the same privi- 
ledge. The same information is also available from Sherritt-Gordon 
and Falconbridge, the other suppliers.of nickel, and also, of course, 
from the nickel processing company, which operates Nicaro for the 
Government. 

Mr. Opom. So, then, you did get permission, as part of this agree- 
ment, from International Nickel Co., to m: ake periodic audits of their 
books, to determine (a) whether defense requirements were being met. 

Mr. McCoy. Yes. 

Mr. Opom. And (6) whether there was an equitable distribution for 
nondefense purposes. 

Is that correct ? 

Mr. McCoy. Yes. 

Mr. Ovom. Have you been doing this, making this audit? 

Mr. McCoy. We have. We have had two people until recently 
assigned to that function. 

Mr. Ovom. Who are those people? 

Mr. McCoy. Herman Director and Harry Herschman. 

Mr. Opom. Mr. Herschman is here ? 

Mr. McCoy. Mr. Herschman is here on my left. 

Mr. Opom. These men have examined these books periodically, when 
it seemed necessary ? 

Specifically, what companies have they examined, and how often do 
they examine them / 

Mr. McCoy. International Nickel Co. first, later the plating supply 
people. I believe Mr. Herschman has just one ates an examination 
of the books of 1 or 2 of these companies. I don’t know that we have 
followed any systematic timing of these inspections—but whenever we 
felt it was necessary. 

Mr. Ovo. Is this a continuous thing? 

Mr. McCoy. It is a continuous thing. The producers of nickel re- 
port every month on defense-rated orders. I would say that our people 
have been to Inco, particularly, probably 3 or 4 times a year, but we get 
reports monthly on defense-rated business. 

Mr. Opom. But for the purposes of determining whether there is an 
equitable distribution for nondefense uses since November 1953, you 
would say there have been some six audits made? 
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Mr. McCoy. May I ask Mr. Herschman / 

Mr. Ovom. Mr. Herschman. 

Mr. Herscuman. We go to the International Nickel Co. and Na- 
tional Lead, which are the principal producers of nickel, every month, 
before they make their distribution. We have gone to the plating sup- 
pliers, 4 of the 6 plating suppliers, twice, that is, we didn’t get 2 small 
ones in New Basted the first time—that was during the floor period, 
since they didn’t have their records available, and we didn’t include 
them. They were relatively small, however. 

And the other 4 principal ones, we went to those in September, and I 
undertook the postaudit of those 4, starting last Friday, and I covered 
Hanson-Van Winkle, at Mattewan, N. J.; McGean, in Cleveland; 
Harshaw, in Cleveland, and also Udylite in Detroit. I might say that 
Harshaw didn’t have all their records from the district offices avail- 
able, since we gave short notice; we will have to go back again. 

Mr. Ovom. With reference to your audits of the International Nickel 
Co. for the purpose of determining whether there was an equitable 
distribution for nondefense users, do you consider the distribution in 
the different industry groups, plating as against stainless steel. as 
against nonferrous, in the different industry groups, that use nickel, 
did you determine whether there is an equitable distribution between 
those different groups? 

Mr. Herscuman. On the basis of the historical use pattern, and the 
system which they use for apportioning those, they were reviewed, and 
it was the opinion of those who observed it that it was a fair and 
equitable procedure which they used to set up the basic entitlement for 
each of their customers, and we checked those basic entitlements to see 
if they were getting their proportionate share of the basic entitlement 
each month. 

Mr. Ovom. Talking about the equitable distribution between indus- 
try groups now. 

Mr. Herscuman. That’s right. 

Mr. Opom. And you say by those who—— 

Mr. HerscumMan. We don’t take them by industry groups, but by 
individuals. 

Mr. Ovom. By individuals, you mean by individual customers of 
International Nickel ? 

Mr. Herscuman. That’s right. 

Mr. Ovom. Now, you say, by those who observed those records it was 
determined that there was an equitable distribution. 

Who were these people who observed ¢ 

Mr. Herscuman. Well, Mr. Director, about last August I think it 
was, at the request of ODM, made a detailed study of their system, 
spent two days there. and in which he went over their whole system for 
arriving at their basic entitlements. He checked each individual one 
for June 1955, after he had gone over their method of arriving at their 
basic entitlements, and then made spot checks of various months since 
decontrol, and the month following June, and in his opinion, they had 
arrived at the basic entitlement in a very fair and equitable manner. 

Mr. Ovom. In other words, it was Mr. Director’s opinion that this 
equitable arrangement had been arrived at. 

Mr. Herscuman. That’s right. 
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Mr. Ovom. Did you confer with him to verify this opinion of his, or 
was this an opinion of his, based solely upon his own judgment ! 

Mr. Herscuman. He discussed the matter with me in detail when he 
got back, and I also was of the opinion that they had arrived at their 
figures in a fair and equitable manner. 

Mr. Ovom. Is Mr. Director still with the Department or agency f 

Mr. Herscuman. No; he is not. 

Mr. Opvom. Was there any report of the information which Mr. 
Director gained, upon which was based this BDSA—— 

Mr. Herscuman. I think there was a confidential report. 

Mr. McCoy. I can’t tell you right now whether Mr. Director wrote 
or delivered a written report. He did make an oral report to me and 
to Mr. Honeywell. 

Mr. Ovom. And that report consisted primarily of saying that there 
as an equitable distribution among—— 

Mr. McCoy. Let me explain how it was done. 

After a minute examination of the base period and entitlements of 
a sampling of customers, as Mr. Herschman has explained, Mr. Direc- 
tor sat down with Mr. Honeywell and myself, and in turn, with the 
Assistant Secretary, and we listened to him describe what he had done 
with regard to his examination. It was our opinion, on the basis of his 
report, that he had examined into the actual distribution of nickel 
by suppliers, as he was required to do. We accepted his judgment 
that the company or companies were acting in a manner in which we 
had suggested that they do. 

Mr. Ovom. But he did not refer to you or to Mr. Honeywell any 
statistical information with reference to the distribution to the differ- 
ent customers, so that you might review his judgment ¢ 

Mr. McCoy. Well, first, I must say that we didn’t ask him to bring 
down a customer list of Inco, because we feel that it is improper, and 
not really necessary, for us to have private business information of 
that sort in our files. We trusted the judgment of Mr. Director and 
that of Mr. Herschman, that after this examination they reported 
to us that in their judgment a satisfactory condition prevailed. 

Now, as to your question as to whether we concerned ourselves with 
whether the plating industry, the steel industry, or other users, were 
as industries, getting equitable treatment, we can only answer that 
by saying that the suppliers continued on a distribution system which 
followed after the Government released controls in 1953. 

In 1953, up to the end of control, we in the Government who had 
responsibility for distributing nickel for all uses, could have directed 
nickel to the several areas of consumption without reference to any 
historical base. The pattern that we had adopted in 1950, or there- 
abouts, was, in the judgment of the control agency a good pattern 
to bring on through the control period, i. e., 1951, 1952, and 1953. It 
was, shall we say, good enough that the private companies should in 
our judgment take it up in November 1953, and build their new dis- 
tribution system on the same basis. 

Mr. Noone. Mr. McCoy, I understand Mr. Director is no longer 
with you. 

Mr. McCoy. That’s right. 

Mr. Noone. Is it you, Mr. Herschman, who is now conducting the 
audits? 
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Mr. Herscuman. I have always conducted the monthly audits. 

Mr. Noone. You, alone / 

Mr. Herscuman. Yes, excepting the first plating audit. Mr. Di- 
rector took 2 of the companies and I took 2. Those were the plating 
suppliers. 

Mr. Noone. On your audits of International Nickel, did you have 
an opportunity to examine their basis for establishing basic entitle- 
ments of their customers ¢ 

Mr. Herscuman. Mr. Director discussed that with me, and I didn’t 
see it directly. He discussed it with me when he came back, and I 
arrived at the same conclusion that he did with respect to the equitabil- 
ity of the distribution. 

Mr. Noone. I take it you have not personally examined the records 
of International Nickel Co. 

Mr. HerscuMan. I examined the records with respect to the amounts 
which are given, based on the basic entitlements each month. In 
other words, the figures having once been established, which they took 
from a period of probably a matter of 5 or 6 months before they arrived 
at a final figure, which was around April 1954. With respect to the 
nickel available for nondefense purposes, we make spot checks to 
see that each of the various customers of different industries are receiv- 
ing an equitable share of that nickel, according to their basic entitle- 
ments. 

Mr. Srutts. Excuse me, Mr. Noone. 

Mr. Herschman, who is it that set these up in that 6 months 

Mr. Herscuman. International Nickel. 

Mr. Sruurs. International Nickel ? 

Mr. Herscuman. Yes. 

Mr. Stutts. So they make the whole decision ? 

Mr. Herscuman. They make a division with respect to their own 
nickel, and make allowances for what people get from firms, from 
other producers or sources, and make deductions for that. 

Mr. Noone. Mr. Herschman, what criteria did International Nickel 
use in establishing basic entitlements ? 

Mr. HerscuMan. Basically they used the historical pattern which 
involves the 3 years of 1948, 1949, and 1950, and the last 3 months 
of controls, which would run through August, September, and October 
1953. 

Mr. McCoy. Yes. 

Mr. Herscuman. And then they made an adjustment for making 
more nickel available to the platers, because of the end-use restrictions 
which prevailed during the Korean period and they did likewise for 
certain brass products. 

Mr. Noone. Well, this basic entitlement was arrived at on a per 
customer basis ? 

Mr. Herscuman. That’s right. 

Mr. Noonr. This all leaves unanswered, in my judgment, the basic 
question: In answer to Mr. Stults’ question, Mr. Mueller earlier said 
the quantity of nickel available for nondefense production is about the 
same in 1955 as it was in 1949 and 1950; is that correct ? 

Mr. Herscuman. No. 

Mr. Muetier. No. 

Mr. Herscuman. The total nickel, but not nondefense—way from 
that. 
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I might say that while we can’t use the exact figures, because it would 
reveal classified figures, the committee, had a report given to it, in 
which there is a chart of the classifications. You can get that directly 
off the chart.® 

Mr. Noone. ate? without breaching any security, we can talk 
percentages ae relative amounts; don’t you agree ‘ 

Mr. Herse HMAN. You would still reveal classified information on 
that, I think, because they know what the nondefense was in 1949 
and 1950, and given a percentage— 

Mr. Noone. I’m not suggesting we talk about the figures, but sug- 
gest we take percentages. 

Mr. Herscuman. Those figures are available in the Bureau of Mines 
figures, and if we give percentages of those years, you could still com 
pute your nondefense for 1955 and me ‘rely subtract that from your 
total and get the military uses. 

Mr. Noone. I’m not suggesting figures. I am talking about per- 
centages. 

Let me ask a question: Was the amount of nickel available for non- 
defense uses in 1955 in excess of the amount of nickel available for 
such uses in 1954? 

Mr. Herscuman. 1955—slightly more, yes. 

The Cuatrman. What is that, in pounds? 

Mr. Noone. Pounds? 

Mr. Herscuman. Yes, 

Mr. Noone. Was the amount available in 1954 in excess of the 
amount available in 1953? 

Mr. Herscuman. A little more. 

Mr. Noone. Was the amount available in 1953 in excess of the 
amount available in 1952? 

Mr. HerscuMan. More, yes. 

Mr. Noone. Was the amount available in 1955 in excess of the 
amount available in 1949? 

Mr. Herscuman. Nondefense? 

Mr. Noone. Yes. 

Mr. Herscuman. Considerably 

Oh, 1948-1949—excuse me. 

No, it was slightly more. 

Mr. Noone. All right, sir. 

Going back to the basic period, the basic period for the platers was 
established as one of the 6-month periods of 1949-1950. We heard 
testimony from Mr. Clifford, of the Udylite Corp., one of the largest 
suppliers to the plating industry, that the allotments or the allocations 
going to platers this month is 21 percent of their base period. 

Did you hear hare testimony ? 

Mr. McCoy. I did. 

Mr. Noone. That was Mr. Clifford’s testimony. 

Mr. Herscuman. For June? 

Mr. Noons. This was for the current period. I’m not certain 
whether he was referring to a month or a quarter. 

Mr. McCoy. I think he was referring to current distribution. 

Mr. Currrorp. May. 

Mr. Noone. The month of May, 21 percent of their base period. 


3 Retained in committee files. 
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What happened to the other 80 percent, assuming, as you have con- 
ceded, that the amount of nickel available for Pear eee 
in 1955 was in excess of the amount available in 1949? y are the 
electroplaters not receiving at least 100 percent of their base period? 

Mr. Herscuman. You have not taken into consideration, however, 
the fact that the plater has a choice of three 6-month periods: the first 
6 months of 1949, the second 6 months of 1949, the first 6 months of 
1950, depending on which would be the best period. 

And in 1950, the noncivilian was at a very high figure. We can 
give you that, because that is public information, 186 million as against 
135 million in 1949. 

Mr. Noone. That is for the full year 1950? 

Mr. HerscuMan. Yes. 

Mr. Noone. They were entitled to use—— 

Mr. Herscuman. The first 6 months of that year, if they wanted, 
whichever was their big year. 

Mr. Noone. If that was their most profitable period. 

Mr. Herscuman. I think so. 

Mr. Noone. I still cannot conceive that that fluctuation can account 
for the platers being reduced on the portion of the base being received 
today. 

Mr. Herscuman. May I mention this: When the nickel is dis- 
tributed to all consumers of nickel, steel, brass mills, and so forth, 
the producers take into account the 3-year period 1948—1949-1950. 
Now, the suppliers are customers, just like any other mill or the like 
that International Nickel and the other producers supplied. The 
selection of the three base periods is one which the plating suppliers 
chose for making their distribution, which was an NPA procedure, 
National Production Authority procedure, and of course they were 
free to accept any basic method they wanted for distributing it, as 
long as it was a fair and reasonable one, and I think that is, so that 
you could conceivably get a supplier for those 3 years who would 
conceivably get a very small quantity, because 1949 would come in 
as a part of the total production. The same way with the other con- 
sumers of nickel and individual platers could have a very high base 
period, because he had a business that was high for a 6-month period 
there 

Mr. Srvuvtrs. Mr. Herschman, it seems to me we are—quibbling. 

Mr. Herscuman. I’m not quibbling. 

Mr. Sruuts. We are asking a great big question: One, there is more 
nondefense nickel available in 1955 than there was in 1950; you.say 
yes. 

Mr. Herscuman,. Oh, no, no. 

Mr. Opom. 1949. 

Mr. Noonr. 1949. 

Mr. Stutts. 1949, excuse me. 

Now, Mr. Clifford, of Udylite, one of the distributors, indicates that 
he is operating on about one-fifth—rather, he is operating at 80 per- 








cent or 75 or 50, he is operating way down, that is all he is getting. 

Now, I just wonder how you can justify the fact that there is more 
nickel going into stainless steel, into some of the other alloys, than 
there was in 1949 or 1950, whereas for the platers, apparently it is 
being cut almost 80 percent now. 
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Mr. Herscuman. In the nondefense, it is not—on the overall, it 
is not. 

Mr. Stouts. On the overall what ! 

Mr. Herscuman. Percentage of nickel which International Nickel 
and all the other producers give to each of the oe industries or 
companies, we will say, companies in the steel industry, companies 
in the brass industry, companies in the plating business, the per- 
centage which they give is about the same percentage, right straight 
across the board. 

Now, when it gets into the plating suppliers, and they are taking 
one 6-month period, let me give an example: 

Suppose a plating supplier for 1948, 1949, and 1950 had a business 
which called for a base period of 500 pounds. Suppose for one 6- 
month period in 1950, or one in 1949, he had a base of a thousand 
pounds. Obviously, the percentage would be much lower with a 
thousand-pound base than if you took a 3-year average across the 
board. 

Mr. Stuurs. That’s all right, cut almost in half it wouldn’t be cut 
5 times to 20 percent. 

Mr. Herscuman. Don’t forget, no one is geting 100 percent by any 
means. 

Mr. Srvurrs. They are not ! 

Mr. HerscumMan. No. 

Mr. Srvuuts. And no steel companies getting 100 percent of the 1948, 
1949, 1950 figure ? 

Mr. Herscuman. Not for nondefense. 

Mr. Srcurs. Not for nondefense ¢ 

Mr. Herscuman. No. 

Mr. Sruttrs. Are there lots of new companies rolling stainless steel ? 

Mr. Herscuman. I don’t know of any new ones rolling stainless steel, 
well, there may have been—— 

Mr. Srvuvts. If stainless steel is getting more nickel now. than they 
got in this base period, and there are not any new ones, somebody 1 
getting 100 percent plus. 

Mr. Herscuman. You have to take into consideration that the large 
percent of defense business is in the steel area. 

Mr. McCoy. Steel-mill operations are quite high in stainless steel. 
They would be because of the defense components—they are very 
large there. 

There have been a few rerollers and others enter the stainless-steel] 
business, but not appreciably increasing facilities, new ones, that is. 

Mr. Onom. Mr. Herschman, are the suppliers in the plating industry 
getting the same percent of nondefense nickel today of their base 
period that the other suppliers of-the other industries are getting ? 

Mr. HerscumMan. Yes, sir. 

Mr. Opom. In other words, if Mr. Clifford tells us that the entitle- 
ment of Udylite is about 21 percent, then it is fair for us to assume, 
when you say stainless-steel suppliers are getting 21 percent of what 
they got in 1950, is that right, or 49 

Mr. Herscuman. You are getting two different people mixed up, 
producers and platers’ suppliers. I say that the plating suppliers and 
the steel industry receiving nickel from the same producers, all cus- 
tomers of the producers, are getting the same percentage of their basic 
entitlement. That is, their basic entitlement gives the same percentage 
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of the basic historical setup. I don’t know what Udylite’s basic was 
for those 3 years. As I recall, I think that they have indicated that 
their highest year was 1950 and rather low year was 1948-49. So, 
conceivably 

Mr. Strurrs. This was probably also true in the steel industry, which 
slumped way down in 1949, you may remember. 

Mr. Herscuman,. That’s right. 

Mr. Noone. Mr. Herschman, going back to these figures on non- 
defense nickel available in various years, even assuming ; that the elec- 
troplating industry all oa the first half of 1950 as the base and I am 
sure that those figure are available to you, have you computed the per- 
centage of nickel ‘by Ww hich we fall short in 1955? 

Mr. HerscuMman. Per centage of nickel which we fall short ? 

Mr. Noone. Yes. 

Mr. Herscuman. In other words, you mean the availability versus 
requirements ¢ 

Mr. Noone. No. 

Mr. Herscuman. I don’t get your question. 

Mr. Noone. Assuming that all platers took the first 6 months of 
1950 as their base period, do you know the relationship between that 
base and the supply available in 1955 ? 

Mr. Herscuman. I would not, because they don’t all take—— 

Mr. Noone. Let me ask the question in this way: Would you say 
that the quantity of nondefense nickel available in 1955 was within 
25 percent of the amount available in 1950 ? 

Mr. HerscuMan. Just about—more than that, yes. 

Mr. Noone. In other words, in 1955 we had available for civilian 
production, even assuming the platers all took the most prosperous 
period, we had available in 1955, 75 percent of the quantity which was 
available in 1950; is that correct ? 

Mr. Opom. Mr. Reporter, did you get his answer ? 

What was your answer? 

Mr. Herscriman. That is what I am going to answer now. 

My answer is that the nickel was not given to the supplier on the 
basis of 1 year, it’s given on the basis of 3 years and the supplier will 
allocate the nickel he gets from the producer. 

Mr. Noone. Are you suggesting that International Nickel is using 
a different base for the plating suppliers than the platers are using 
in stating their requirements to suppliers ? 

Mr. Hrrscuman. International Nickel is using the same exact base 
for all of their customers. Now, the platers’ suppliers do use a 
different base, yes. That is by their own election. 

Mr. Noone. That still leaves unanswered the question, so— 

The Cuatrrman. Let me ask something there: Dees that mean, then, 
that if International Nickel supplies anything to a certain supplier 
that his allotation to his customers might be ‘less than another sup- 
plier that is furnished by International Nickel ? 

Mr. Herscuman. That could be for the reason that some of the other 
suppliers may have a much higher base for the 3 years than 1 individ- 
ual, the one I cited a while ago. 

I think Mr. Reeme has pointed out to us, and he may have referred 
to it yesterday, that their big vear was 1950 and they had very lean 
years in 1948-49 but they had a plating type and ‘one which was 
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developed at Fordham, and it really did not pick up to the degree in 
1950 that they had in other years, rather in the other 2 years that they 
had, in 1950, that is 1948, 1949 that they had in 1950. 1950 was the 
high one. | 

On the other hand, let’s take McGean. MeGean conceivably could 
have had a pretty good base period during those 3 years and take the 
percentage factor of those 3 years, it conceivably could be higher than 
another one. 

There is another factor. You have the small user which may vary 
from one supplier to another. They make a determination what they 
feel they. can best give their small users without taking too much away 
from their other customers, and by “small users” I mean those we 
normally concern ourselves with who consume 100 to 200 pounds per 
quarter, comparing that with other customers who may get, let’s 
say, 200 pounds a month up—the degree to which suppliers have to 
deduct for their small user accounts will vary because of the fact that 
some suppliers have a considerably larger number of small! users than 
others. There are two companies that have by far the greatest num- 
ber of small users, one and two hundred pounds per quarter, as com- 
pared to the other suppliers and, obviously, those having fewer small 
users could give higher percentages to their other customers. 

There are several factors of that kind that could have influenced 
the percentage the supplier gives. It wouldn't be constant by any 
means for the different supplhers. 

The CHamman. That means then there is no assurance that the 
individual user will get the same treatment that the other individual 
user gets. 

Mr. HerscuMan. Not necessarily, unless he purchases from several 
suppliers and he might benefit from a higher percentage in the case 
of a supplier who has very few small-user accounts. 

The CuarrMan. From the testimony we have had, it seems to me 
they have difficulty in getting it from any supplier, so they don’t have 
much choice, I imagine. 

Mr. HerscumMan. I don’t think it is possible to go to a supplier you 
haven’t dealt with during the base period because they haven't enough 
to take care of current customers. And, obviously, any new customer 
they take on they would have to cut from any material they get, which 
they give to their current customers. 

(The chairman left the room. Senator Smathers acted as chairman 
during the chairman’s absence. ) 

Mr. Noone. Mr. Herschman, don’t you then regard that as evidence 
of some inequity in the distribution system ? 

Mr. Herscuman. Well, obviously, any system that you try to de- 
velop is not going to be 100 percent perfect, but they have tried to 
use a system that will apply across the board. You can take indi- 
vidual steel companies, ft example, where an individual company 
may have had a low base during 1948 and 1949, we'll say, and may 
have had a pretty good one in 1950; another company may have had 
pretty high figures for the corresponding period and those two com- 
panies will suffer in the same way; that is, have a smaller base. 

Mr. Noong. Our primary concern here, of course, is the independent 
job-shop platers. They are the ones who came to us with their pleas— 
79098—56——9 
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and data relative to them indicates, at least that which we have seen, 
that they are getting 21 percent of their base period; whereas, ac- 
cording to your testimony, there was available for nondefense use in 
1955 about 75 percent of the quantity available during the most pros- 
perous 6-month base period. 

Mr. Herscuman. I know, but you are taking the highest years. 
Let’s take, suppose 

Mr. Noone. I am favoring your own argument. 

Mr. Herscuman. No; but the thing I’m telling you is that we are 
taking a high and low year. We don’t know—for instance, Udylite, 
if they had a low base, total base for the 3 years, obviously would get 
a lower quantity of nickel than the company who had a higher 
quantity in the base. 

Mr. Noone. Then, to do justice to the customers of Udylite, 
shouldn’t there be some adjustment by Inco as'to the quantities going 
to Udylite? 

Mr. Herscuman. I am not too sire I would agree with that, where 
we have to look at an overall picture. Industry has set up their 
policy. The most we can do is look at their system—where, if they 
try'to make an adjustment in one case they would have to make 15 
other ones to straighten it out. It isn’t as simple as you indicate. 

Mr. Sruurs. Mr. Herschman, have you made a study of the 6 or 7 
suppliers to the platers—that is, the Udylite type of operation—to 
determine the range of base period allowances that they are giving? 

Mr. Herscuman. I have covered four of them. 

Mr. Srvurs. How does it range ? 

Mr. Herscuman. It varies anywhere from—the latest figure is 30 
to 45 percent. 

Mr. Sruurs. So this means that Mr. Clifford, who said Udylite was 
getting 21 percent—it means that some of them go up to 45 percent? 

Mr. Herscuman. Let me say this: Some of those that go up to the 
high figure also produce salts which they recover from scrap, which 
gives them a little better operating range where they can give salts 
as an addition, and not the anode, which conceivably gives them an 
added percentage. 

Mr. Srutts. Salts aside, some of these folks have about twice as 
much as others. There are platers who would like to operate and 
have a base period allocation and, under’ Government controls, were 
entitled to X amount—if they are dealing with one plating supplier 
they are taking 21 percent of X; if they are dealing with another one, 
they are taking 45 percent of X, is that correct ? 

Mr. Herscuman. In my recent postaudit, which was just completed 
vesterday, I took the average ofan 11-month period from July 1955 
through May 1956. The period up to July 1955 was covered in the 
audit in September 1955. I didn’t see any figure; I had no figure any- 
where nearly as low as 21 percent over the average of the 11 months. 

Mr. Sruurs. You went from 30 to 45. Even there, there was a 50 
percent spread, perhaps. 

Mr. Herscuman. I should say 30 to 40 would be closer to it; they 
had some around about 42. 

Mr. Stuits. Now we're down to 331% percent. Is it equitable for 
people with the same basic—Mr. Secretary, is it equitable for people 
with the same basic entitlement, one to get 33 percent less; or the other 
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way, to make it better for my team: One guy to get 50 percent more 
than his competitor, merely because he is dealing with supplier A, 
rather than with supplier B? 

Mr, Mvewier. Again answering that question categorically : I would 
say “No, it is not equitable”; and I will say also, just in generalities, 
because I can see what you are endeavoring to determine: The position 
of the Department of Commerce is that there shall be equitable treat- 
ment, for each and every individual, and each and every industry, and 
insofar as we can determine, we will continue to see and endeavor to see 
that that is done. 

Mr. Sruurs. Now, I might, while I am asking questions, ask you if 
you can tell us the percentage take of stainless steel for defense pur- 
poses—without compromising security. 

Mr. McCoy. I think we publish those figures on the set-asides of 
stainless steel. 

My. Sruurs. What is the set-aside for stainless steel? 

Mr. McCoy. I can’t give you that, but I can get it. 

Mr. Struts. Is it 75 or 80 percent ? 

Mr. McCoy. No, I would say it is considerably less than 50 percent 
of the total output of stainless steel. 

Mr. Srutrs. So that when we were talking a little while ago about 
the difference between defense and nondefense in the steel industry, 
as opposed to the plating industry, we have here still the 50 percent 
at the very least—50 percent of base period allowed for nondefense 
stainless steel as opposed to 20 to 30 to 40 percent that Mr. Herschman 
talked about in the plating industry. 

Mr. McCoy. That would appear so, on the basis of straight arith- 
metic as it has been developed here. If every consumer of nickel, 
regardless of whether in the plating, steel, electronics, or any other 
business, has an entitlement, related to his base period, and such con- 
sumer receives the proper proportion of his entitlement, we think 
that that is as fair an overall distribution as can be achieved. As long 
as the system distributes nickel on this basis for nondefense use— 
that is, on the basis of the consumers’ performance or consumption 
in some time past, the consumer should be getting a fair share. The 
arithmetic seems to indicate, I must concede, that something else may 


happen. 

Mr. Struts. It certainly does. 

One other point: Yesterday this committee expressed some puzzle- 
ment about how an industry could produce so many more automobiles 
which we shall assume that they are nondefense automobiles—laregly 
nondefense. 

Mr. McCoy. The ones you are talking about are. 

Mr. Sruurs. How could we produce 9 million units in 1955—and 
we have noticed no falling off in the amount of chrome on the sides or 
front or back or insides or anywhere else, I suppose. How can you 
produce 9 million automobiles last year and—what—4 million in 1949 
or 1950; 4 or 5 million? Where did they find all this stuff to chrome 
themselves up with? 

Mr. Mueiter. Of course you are using the term “chrome.” Chrome 
isin plentiful supply. It is nickel that is in short supply. 

Mr. Stutts. Is there per car less nickel being used in 1955 ? 

Mr. Mvetter. Yes, considerably less. 

Mr. Srutrs. What sort of percentage factor ? 
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Mr. Mvue.ver. We can get that for you, but I would say that it is a 
considerable figure. I know I was talking to one of the automobile 
people who said that they are rather ashamed of the amount of plating 
nickel that they have to use on their bumpers and other parts, and 
of course they are using just as little as they possibly can. 

Now, to-answer your other question, how that is possible: I think 
we ought to take into consideration that these large automobile con- 
cerns have a worldwide market and are able to get and tap worldwide 
resources, and undoubtedly have secured a large amount of their nickel 
in foreign lands. 

Mr. Srvurs. When we talk on these charts about availability, don’t 
we take these things into account ¢ 

Mr. Mvexuer. No. 

Mr. Srutts. Isthis just Inco and domestic ? 

Mr. Muewier. We are talking about domestic. 

Mr. Srutts. Domestic, not talking about Canada ? 

Mr. Mvuetter. Talking about Canada, too; yes. 

Mr. Sruuts. Well, domestic, Cuba, is that domestic, and western 
Europe? 

Mr. Muetier. Western Europe, Japan, or France, that is not do- 
mestic. 

Mr. Sruurs. Were the imports about 4 million pounds last year? 

Mr. McCoy. That is roughly it, other than Canaan. 

Mr. Sruuts. At the height of the Korean emergency, cars were com- 
ing out without the bumpers and with plastic decorations and the rest. 
We are obviously doing two things: Producing many more cars than 
we did in 1951 and 1952, we are obviously using a lot of nickel per car, 
and I just wonder how we can account for that, where there has not 
been an equal recovery from those low levels for the platers. 

Mr. McCoy. The automobile companies who have been platers and 
have been on the customers’ list of the platers’ suppliers have been 
treated exactly the same‘as all other customers; but the reason that 
the automobile companies particularly have been able to plate, either 
themselves or have plated for them, a large number of items, shall 
we say, a large number of bumpers and other things, in 1955 than they 
did in 1950 or 1951, is that their buyers have been resourceful in find. 
ing supplies of nickel here in this country in the free market, and by 
importing nickel from abroad. 

Mr. Sruuts. So there is a double standard of how you are going to 
fare, how big you are, how rich you are, how many purchasing offices 
you have abroad. 

Mr. McCoy. That always happens, I think. 

Mr. Mvueuter. It depends on how ingenious you are. 

Mr. McCoy. You find the material wherever you can for your use. 
Probably economics have a great deal to do with it. It might be much 
easier to pay $2, $3 or $4 a pound for nickel for a product going into 
a high-priced article than it would be to pay that price for some other 
use. It should be remembered there is a source of nickel from scrap, 
which is free to anybody to buy at any price he can afford, and to con- 
vert it into a usable nickel product. That is perfectly legitimate and 
it is being done. 
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Mr. Sruurs. Can you, of your own knowledge, Mr. McCoy, or Mr. 
Honeywell, tell us about the outright purchases of any specific com 
pany of International Nickel, or the other suppliers, the so-called 
domestic suppliers of nickel? Can you tell us whether corporation 
A or company A is getting more or less now than they did 5 or 6 years 

of 

Mr. McCoy. You mean any customer of either kind—or anybody 
else-— 

Mr. Struts. Anybody else. 

Mr. McCoy. He is getting less? 

Mr. Sruurs. Whether they are getting less or more. 

Mr. McCoy. I couldn't tell you offhand, no, sir. But Mr. Hersch 
man’s examination into the a customer relationships—— 

Mr. Srutts. Two days was enotgh at Ineo, you mentioned a 2 
day study of records. They are a pretty big outfit and ship a lot of 
stuff, I assume there are trainloads, 

Mr. Herscuman. There were only 600 or 700 accounts to go over. 

Mr. Srutts. Only 600 or 700 to go over, and you looked over all 
those purchase accounts ¢ 

Mr. HerscuMan. Yes. 

Mr. Sruurs. Did you find it easy to break down the accounts—— 

Mr. Herscuman. We looked at the defense and nondefense figures ; 
we didn’t look at the defense figures for that purpose, however. 

Mr. Sruurs. Are they broken down and tabulated anywhere / 

Mr. Herscuman. No. They are company confidential information 
and not for publication. 

Mr. Sruvis. Were they furnished to the joint committee / 

Mr. HerscumMan. Not tomy knowledge. 

Mr. Stuuts. I think they requested, did they not, a breakdown be- 
tween defense and nondefense / 

Mr. Herscuman. I don’t know. 

Mr. Sruurs. That is all. 

Mr. Noone. Did I understand you to say that you did examine 
Inco’s books on the distribution of nondefense nickel ? 

Mr. Herscuman. That is all, for that purpose. We also, of course, 
review defense figures every month. 

Mr. Noone. Then, referring to Mr. Stults’ earlier question, did you 
find instances where customers of Inco are receiving more nickel 
today for nondefense use than they did back during the base period 

Mr. Herscuman. No, sir, all less. 

Mr. Noone. And not a single customer is receiving more today than 
during the base period ? 

Mr. HerscHMan. No. 

Mr. Noone. Referring to the statement 

Mr. HerscuMan. This is for nondefense now, you are speaking of / 

Mr. Noone. Yes. 

Mr. Herscuman. With defense. it could be higher. 

Mr. Struuts. Nondefense has gone up. We have already established 
nondefense has gone up from 1949 to 1955, is that correct / 

- Mr. Herscuman. But this, consider the whole base period. 1948 
1949, 1950; they don’t only take 1949, see. All I have available would 
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be for the base period. I would not have the individual year available. 
You are asking for the base period, the basic entitlement, based on 
the 3 years. 

Mr. Sruves. Right. 

Mr. Noone. Wouldn't you concede that there must be some inequity 
in this system of distr ibution from Inco, from the primary supplier to 
the plating supplier, in the face of the statistics which you have 
supplied ¢ 

Mr. HerscuoMan. Well, as I said previously, there is no system that is 
100 percent perfect, but when you try to make an adjustment to bring 
one case in line, you create 15 other problems, and we have studied the 
thing at quite some length and discussed at some length, both within the 
agency and within industry, and frankly we don’t know of any system 
that could be applied that would be more equitable across-the- board 
without creating 

Mr. Noone. Don’t you feel a responsibility to search for one? 
me HerscuMan, WwW ‘have searched, sought and discussed it at great 

ength. 

Mr. Noone. All right. Referring to the testimony again of Udylite, 
and I refer to that simply because they were thé only plating supplier 
that testified before the committee, don’t you regard it as a substantial 
disparity where they receive only enough nickel to supply 21 percent 
of their customer’s base period, when, in fact, 75 percent of the nickel 
available for nondefense in thei customers’ best base period was avail- 
able in 1955 ? 

Mr. McCoy. Did you say Udylite was getting only 20, or Udylite 
was supplying its customers with only 20? 

Mr. Noone. U Jdylite was supplying customers with 20 percent. 

Mr. Opvom. You don’t suggest 54 percent differential is furnished to 
other suppliers, or by other suppliers to new customers, or otherwise 
disposed of by Udylite? Isn’t there some relation between the amount 
Udylite supplies customers with and the amount Udylite is getting 
from International Nickel Co. ? 

Mr. McCoy. I was asking the question. I didn’t understand Udy- 
lite’s testimony to be that they were getting only 20 percent of its 
base from Inco. As I understand, or understood Mr. Clifford to say, 
when you asked him, he said that his distribution of nondefense to 
his customers was 20 percent in his area. 

Mr. Noone. I'd like to clarify that with Mr. Clifford, if I may. 

Senator Smatuers. Go ahead. 

Mr. Noone. Mr. Clifford, are you back there—I see Mr. Reeme 
present. 

Mr. Reeme,* may I address this to you: There was testimony yester- 
day that customers of Udylite in New York, in the New York area, 
were getting just 21 percent of their base period. 

Mr. Reeme. That was not my testimony but I think it is correct. 

Now, I can explain it: 1948, 1949, jer, it’s just been brought ont, 
that is what the nickel we receive is b 50 base 
period. We are allocated on the best for auch customer’s first 6 months 
in 1949, second 6 months in 1949, or first 6 months in 1950. There is 
a vast difference. 








«Mr. C. H. Reeme, president, the Udylite Corp., Detroit, Mich. 
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Mr, Noone, Is it your position, then, that the base assigned to you 
is not equitable when compared to the base assigned to other MAajOr 
industry groups ? 

Mr. Reeme. It is my position that our business in nickel during 
1948, 1949, 1950 was going like this (gesturing). 

Mr. Noone. Just one question to close out this point: When Mr, 
Clifford testified that 21 percent of their customers’ base was available 
for distribution to them im May of this year, did that mean that Udy- 
lite received only 21 percent of its total base from Inco 4 

Mr. Reeme. No, sir: that means that Inco’s method of determining 
how much nickel it received, when we applied that nickel to our cus- 
tomer’s best, base, that. is all we had to distribute. 

Mr. Srutrs. What percentage, Mr. Reeme, did you get of your base 
period ¢ 

Mr. Reeme. I don’t know; that was never given to me, 

Mr. Sruurs. The base period was never given to you? 

Mr. Reeme. In fact, I never: knew what our base period was before. 

Mr. Srvtts. Perhaps something from Inco today will be devel- 
oped, somebody could tell you, 

Mr. Reeme. I think Mr. Herschman has it. 

Mr. Herscuman. I don’t have that. 

Mr. Reeme, Or could tell us what the method is. 

Mr. Opom. Can’t you compare the nickel you got in 1955 with the 
nickel you received in 1950 or 1949, and if so, how does that compare ¢ 

Mr. Reeite. I do not have those figures with me. 

Mr. Opom. Could you make, or are you in a position to make a judg- 
ment percentagewise ? 

Mr. Reex®. I think so; you are talking about—— 

Mr. Ono. Nondefense. 

Mr. Rerme. Wait a minute, talking about total we received for dis- 
tribution ‘o civilian customers during 1955? 

Mr. Op. Yes. 

Mr. Recme. As compared to the first 6 months in 1950? 

Mr. Orom. Yes,sir. This was your best period, was it not ? 

Mr. Rreme. The first 6 months of 1950 is our best period. 

Mr. Orom. Yes, sir. 

Mr. Rreme. Well, just a minute; it’s difficult. Frankly, I can’t tell. 

Mr. Ovom. Could you furnish us with that information ? 

Mr, Reeme. Yes, sir. 

Mi. Opom. You understand I am referring to a 6 months’ period 
in 1955 as compared to a 6 months’ period in 1950, not just months, 
of course, 6 months. 

Mr. Reeme. I'll make it; yes, sir. Dll make a guess that what we 
received, taking half of our total for 1955 would be equivalent to less 
than one-third of what we received during the first 6 months of 1950: 

Mr. Opom. Thank you very much. 

Mr. Rreeme. Yes, sir. 
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(The following letter was subsequently received from Mr. Reeme, 
amending the foregoing statement :) 


Exursirt No. 16 


THE UDYLITE Corp., 
Detroit Mich., June 1, 1956. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Small Business Committee, ; 
Senate Office Building, Washington, D. C. 

Dear SENATOR SPARKMAN: During the questioning of Mr. Harry Herschman 
yesterday morning, I made a statement from the floor, in answer to a question 
addressed to me by a member of your staff, as follows: 

“I would guess that one-half of our total civilian allocation of nickel for 1955 


would be less than @ne-third of our purchases of nickel during the first 6 months 
of 1950.” ’ 


As I explained to members of your committee when I returned from lunch, the 


statement is in error. I would, however, have been correct had I made the 
statement as follows: 

“Our entire allocation of nickel for civilian purposes during the year 1955, 
less the approximate 7 percent of the metal which was used in the manufacture 


of nickel chemicals, was less than our total nickel purchases during the first 
half of 1950.” 


I would also have been correct had I made the statement as follows : 

“One-half of our total civilian allocation for 1955, less the 7 percent used in 
the manufacture of chemicals, would be less than one-half of our receipts during 
only the first 6 months of 1950.” 

In other words, simply to correct the one-third figure as applied to the first 
6 months of 1950 to one-half the same figure and further making the deduction 
of the quantity used in the manufacture of chemicals during 1955 would make 
the original statement correct. I should explain that the 1949 purchases of 
nickel did not include metal for nickel chemicals, as we are not manufacturers 
of the chemicals, and at that time we were able to purchase them freely. During 
1955 it was necessary that we provide the equivalent nickel content of any 
domestic nickel chemicals which we wished to purchase. 

I should naturally appreciate a correction being made in the record. 

Thanking you, 

Sincerely yours, 


C. H. ReemMe, President. 


Mr. Srutts. This is fairly significant, isn’t it? If we figure out 
how much other industries are getting, the percentage in 1955 versus 
the first 6 months in 1950, no matter how much you caught up with 
the base period, big users, little users, it’s fairly significant, and I 
wondered if Commerce hadn’t had somebody sort of figure this out, 
comparing the nondefense base uses, say, of 1950 versus 1955. 

Mr. McCoy. We haven't tabulated that in that fashion. I suspect 
it can be done, but I might suggest that you ask officials of International 
Nickel Co. if they could either do that for your committee or give 
it to us. 

Mr. Srutts. Now I have just 1 or 2 questions here. 

NPA, even in the depths of the nickel shortage, had about 100 pounds 
a month minimum, didn’t they, allocation for platers ? 

Mr. McCoy. Yes; small users’ quota, we called it. 

Mr. Strutts. Now, each plating supplied has some sort of a floor, 
apparently. Mr. Clifford, I think, testified yesterday that it was 
about 70 pounds that he voluntarily decided that he would give to 
small shops. 

Now I wonder if NPA or BDSA had not thought anything about 
guaranteeing some sort of a floor right now ? 

Mr. McCoy. First, we would have no authority by law or regula- 
tion to compel suppliers to furnish a minimum quantity. 
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Mr. Stunts. You do have a certain leverage, do you not ¢ 

Mr. McCoy. But there are, I believe, new 

Mr. HerscuoMan. There was a minimum, but up to 100 pounds—— 

Mr. Sruuts. There was some basic floor. 

Mr. HerscuMan,. Just up to 100 pounds. 

Mr. McCoy. Using that same figure, a small user was entitled to 
100 pounds. Now, he could get more, depending upon— 

Mr. Struts. If he could get an approval- 

Mr. McCoy. Depending on the applicant, the kind of work he was 
engaged in. 

Mr. Srvuuts. Does this have some bearing on equitability, do you 
suppose ¢ 

Mtr. McCoy. The provision of a minimum quantity for a small 
new user ¢ 

Mr. Sruvts. Yes. 

Mr. McCoy. Yes; it does. We found in the civilian allocation of 
materials, such as steel, copper, and aluminum, that if you provided 
a minimum entitlement automatically to small users up to some figure, 
for example, 100 pounds of nickel or 5 tons of steel, that all small 
users would receive an adequate amount of material. The result of 
this action did not affect the total supply to any significant extent, 
perhaps 5 or 6 or perhaps 8 percent. We determined that this action 
was the easiest thing to do administratively; and secondly, it was a 
very fair thing to do for the small-business man. 

Mr. Struts. Has the Government official press, or in drawing up the 
agenda for an industry advisory conference, ever made this suggestion 
in the 214 years since controls were dropped ¢ 

Mr. McCoy. One of our understandings with the nickel suppliers 
was that they would carry on practically the same principles we had 
adopted under controls, and I believe they have. 

Mr. Herscuman. They have 

Mr. McCoy. To the extent that we have knowledge of it. 

Mr. Struts. So that you feel now there is some floor of around 100 
pounds for small shops ? 

Mr. Herscuman. I didn’t say floor, I said during NPA. 

Mr. Struts. Iam asking right now. 

Mr. HerscumMan. Is there a floor now ? 

Mr. Stutts. Yes. 

Mr. HerscuMan. No; apparently not because there are quite a few 
small users, I think you said Mr. Clifford testified they had—they 
would give 70 pounds a month. 

Mr. Struts. So this question has not really been followed through. 

Mr. Herscuman. That is a matter entirely in the discretion of the 
individual supplier, what they give to the small users’ account. 

Mr. Srutrs. Mr. Herschman, that is true; it is in their discretion. 
On the other hand, the Government controls the output of Nicaro—is 
that right /—so that you could distribute that in any way you wanted, 
and if that nickel wouid give 100, couldn’t you do something with that ? 

Mr. Herscuman. No; that works into the total industrial pattern: 
anything that is given. Let’s say, suppose a customer gets nickel 
from International Nickel and from Nicaro, suppose their basic entitle- 
ment is 1,000 pounds from Inco and the distribution that is available 
during any particular month may be 60 percent of that, they would 
be entitled to 600 pounds for that month. 
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Suppose they got 300 pounds of that from Nicaro, and Inco would 
merely give them the difference of 300 pounds. That works into the 
entire thing. 

Mr. McCoy. I think your question was: If the Government owns 
nickel, as we do in our Cuban properties, could not the Government 
on its own judgment distribute 100 pounds to every small user? 

Mr. Struts. That’s it exactly. 

Mr. McCoy. The answer is “Yes,” it could do it. The question I 
would raise is whether we would want to do that. 

Mr. Sruuts. Presumably, you wanted to when you were in the 
depths of an emergency which we felt, or thought, was close to an 
all-out war; and now, when you are in relative peacetime you don’t 
think that you want to bother with that. 

Mr. McCoy. There would be technical problems. I was answering 
your question in a general way. The technical problem, in the case of 
Niearo nickel, is that this material is an oxide which cannot be used 
for plating purposes in this form. 

Mr. Srutrs. Presumably, this is included in our total available 
supply and you can make swaps and all the rest. 

Mr. McCoy. I think this will be confirmed by the International 
Nickel people, but on every occasion on which someone has started 
a new business, and where application is made to buy nickel from In- 
ternational Nickel Co., that company has provided a minimum quan- 
tity, possibly 500 pounds, or thereabouts, depending upon the type of 
business. 

Mr. Opom. With reference to Nicaro nickel being distributed to the 
platers—— 

Mr. McCoy. No, sir; it is not. 

Mr. Opom. It cannot be used ? 

Mr. McCoy. No, sir. 

Mr. Opom. Yesterday when Mr. Reeme appeared before the commit- 
tee he testified concerning the various advisory groups and, specifically, 
with reference to the one for electroplaters task group. As you see 
it, what is the purpose, but, first, st appoints the membership of 
an electroplaters task group ¢ 

Mr. McCoy. May I answer? In this case, the BDSA Administra- 
tor appoints that committee. 

Mr. Opom. Mr. Honeywell? 

Mr. McCoy. Yes. 

Mr. Opom. What are the purposes of the task group ? 

Mr. McCoy. Are you referring to the ones listed in our Review of 
Nickel in the United States? 5 

Mr. Opom. Yes. 

Mr. McCoy. If I may answer that, these groups were organized to 
meet with us to forecast and develop information and estimates on 
the requirements for nickel in 1956, 

Mr. Opom. Are they furnished with information as to the amount 
of nondefense nickel available for all industry groups ? 

Mr. McCoy. No, they were not. 

Mr. Opom. Then, how could they make a valid guess as to what 
estimate could be made? . 


5 See exhibit 8, p. 37. 
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Mr. McCoy. As you will note, there was a task group on the steel 
industry. Those people are in close touch with the market for stain- 
less steel and other alloys. We asked them to come prepared to make 
estimates as to the total quantity of stainless steel that they felt that 
that industry could sell in 1956. Our estimates reflect their judgment. 
The same was true in the electroplaters’ task group and the plating 
supply houses. 

Mr. Opom. Right on that point, was it considered to appoint a repre- 
sentative of some small concern, some plater on that group?! 

Mr. McCoy. Yes, we did; but one small plater, 1 suggest, could 
only contribute what he felt about his own business. 

Mr. Opom. Just a moment. 

Mr. McCoy. An individual plater could furnish an opinion on his 
own business for the next year; how much more nickel he felt he would 
need to supply his full requirements. 

Generally, he talks to his plating-supply people, such as Harshaw, 
and McGean and Udylite. ‘These men representing the plating sup- 
pliers were called together to give us their combined judgment for the 
requirements of all the platers whom they service. 

Mr. Opom. Just a moment. 

(There was a brief pause. ) 

Mr. Opom. In other words, your position would be that since the 
small plater would represent the thinking of his own shop, it would not 
contribute too much to the task group ¢ 

Mr. McCoy. To the total market. 

Mr. Ovo. I suppose that objection could be raised to any small- 
business man that would be included in a business advisory committee 
or business advisory group, is that true / 

Mr. McCoy. No, sir. 

Mr. Opom. Do you consider that electroplaters’ task group a business 
advisory committee ? 

Mr. McCoy. Not in the regular sense. We have advisory commit- 
tees formed for different purposes. 

A general advisory committee on a given industry or product, 
formed to advise us, is composed of small, medium-sized, and large 
businessmen, selected by geographic distribution and by the type of 
business. In this kind of advisory committee we want judgments 
from members on those governmental operations that atfect their 
business. We are interested in a small-business man’s opinion about 
the efficiency and practicability of a certain course of action or pro- 
posed action by the Government. In this particular case we asked 
processors of nickel for their judgments on how much nickel would 
be required to supply the nickelplaters of the United States during the 
next year, if they could get all the nickel that they could consume. We 
believe that the plating supply people could answer that better, for 
all the industry, than any one or two individuals. 

Mr. Opom. So it is not one of the purposes of this task group to aid 
you in determining whether there is an equitable distribution of 
nickel ? 

Mr. McCoy. None whatever. 

Mr. Opvom. This inevitably falls back upon the recommendations 
of Mr. Herschman, as to whether there is an equitable distribution of 
nickel ? 
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Mr. McCoy. As to whether, in the examination of the records, equi- 
table distribution to be taken place. 

Mr. Opom. The crux of the matter, whether there is an equitable 
distribution of nickel te various industry groups falls upon the 
shoulders of Mr. Herschman, and no one else, isn’t that true? 

He is the only man that has the information. He is the only man 
that has the data. He is the man that makes the decision, and you 
inevitably follow his recommendation, accept his recommendation. 

Mr. McCoy. We have confidence in his judgment. 

Mr. Opom. I do, too, and I would like to have; but, that is the ques- 
tion, and the answer to it is in the affirmative. 

Mr. McCoy. Yes, but Mr. Honeywell and myself could also partic- 
rpate in the examination of those records, if we felt it was necessary 
for us to do so, but we do not. 

Mr. Srutts. I have just one other additional line that I want to 
check, as to whether I should ask you or Dr. Flemming this after- 
noon, about the Defense requirements. 

Do you receive them, in BDSA—receive requirements from De- 
fense—is that how it operates, or how do we determine how much 
Defense needs? 

Mr. McCoy. I can answer it in a general way: The Defense re- 
quirements for nickel, for steel, aluminum and copper are given to the 

flice of Defense Mobilization by the Secretary of Defense, supplying 
the statistics for specific quarters of the year about 6 to 9 months in 
advance of those quarters. This information in due course is made 
available to us. 

These are the forward estimates of requirements submitted by the 
Department of Defense. As we have explained to you this morn- 
ing, we get the direct current defense needs through the system of hav- 
ing the nickel suppliers report direct to us each month on rated 
orders received. 

Mr. Stutts. So, you get it all in a postaudit. 

Mr. Honeywet. Right. 

Mr. Sruurs. You see the check after they have cashed it, is that 
right? 

Mr. Herscuman. Yes. The actual facts are—— 

Mr. Srutrs. What concerns me is this: That in November of 1955 
you folks very rightfully, it seems, discovered that there was a lot of 
leakage going on in this DO stuff, with self-certification, so you put 
into effect, well, you wrote letters to all the suppliers, the plating sup- 
pliers, or suppliers of the plating industry, the Secretary noted in his 
testimony that some 50,000 to 100,000 pounds a month seemed to be 
conservative. 

Now, had you not initiated this, everybody would have gone through 
life assuming that the Defense needs were at a certain figure. All of 
a sudden, by the mere writing of a few letters, we find that Defense 
needs are X minus 50,000 or 100,000. 

Who is supposed to find out about whether such a slippage occurs 
or not? 

Mr. McCoy. I may say that we began to inquire systematically 
into the rated requirements earlier than this. The Defense Depart- 
ment’s estimated requirements were stated at a certain figure for 1955. 
These estimates were made in 1954. The 1955 actual orders placed 
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by months were in excess of those requirements, considerably in excess. 
So, we immediately started an investigation early in 1955 of the 
difference between previous estimates and actual defense orders in 
the areas where the largest consumption was taking place, notably in 
the steel industry. 

We were conducting an investigation there as early as March last 
year, beginning to trace back the defense orders placed on the steel 
mills for nickel products and on alloy producers, to the origin of 
the orders. 

We spent our resources in enforcement in that area first, because 
that was by far the largest area of consumption of nickel; and, 
ond, because the increase appeared to be in one particular cesaes “am, 
and that program lodged in the steel area. We didn’t get around to 
checking into the plating area until later. 

Mr. Strvuuts. You just said that the plating industry was one of the 
smaller, so you got there last or later on. 

Secretary Mueller’s testimony says that in the plating area alone, 
50,000 to 100,000 pounds a month had been so conserved. 

Have you any estimate on how much was saved in the steel or the 
alloy area? 

Mr. McCoy. No, I do not. 

Mr. Stutrs. Was there some / 

Mr. Muexier. I think I can answer that. In the first place—— 

Mr. McCoy. None in the steel industry. 

Mr. Mvue.ier. We are only dealing with firms who use nickel, and 
they are very large firms and, oh, I think their compliance has been 
100 percent. I don’t think that firms such as United States Steel, or 
Bethlehem would even dare to divert anything that came to them on 
defense-rated orders, to nondefense. 

Mr. Srcuts. So that you found that the great rise in DO ratings 
there were legitimate / 

Mr. Muetier. They were legitimate, it was purely a poor estimate, 
you might say, or low estimate on the part of the Defense Department. 

Mr. Srvus. Do you, or ODM or DOD check to find out whether 
Defense is getting stainless steel, and where they are getting stainless 
steel, they could use galvanized or any conservation in that area? 

Mr. Muetier. I don’t believe that we have examined into the exact 
specifications that DOD makes for their requirements. They are 
cognizant of the critical situation, and I am informed, I know from 
Mr. Pike, that they are themselves making a study of the requirements 
for nickel. 

Mr. Opom. Let me say here, yesterday we had some testimony 
before the committee concerning alleged diversion of DO nickel to 2 
so-called gray market. I don't like to use that language any more than 
you do, but it is accepted in the industry, and I think it is descriptive, 
and I noticed in your testimony before the committee earlier tod: Lv, 
you indicated that you have had occasion to make studies and investi- 
gations concerning this transaction and other similar ones. We were 
wondering what specific action, since you had developed a prima facie 
case, according to your statement, you have taken with reference to 
that, with the Department of Justice, in these cases ? 

Have you referred any tothe Department , 
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Mr. Muewtrr. We have referred cases, when we have completed 
our investigation and had all the facts in the case sufficient to turn 
the matter over, we have turned the matter over to the Department 
of Justice. 

Mr. Opvom. You think, then, as far as this particular case that 
appeared before the committee yesterday is concerned, you do not 
have such facts available to refer to the Department of Justice, or did 
not have prior to the hearing yesterday ¢ 

Mr. Muetier. We are still making the investigation with respect 
to those cases, I am informed. 

Mr. Noone. How many cases in this area have you referred to 
Justice ¢ 

Mr. Muetier. I am not sure of the exact number, it has been a very 
limited number, so far. 

Mr. Noone. Pardon me. 

Mr. Mvexter. I say, so far we still have a considerable number 
under investigation, as we indicated. 

Mr. Noonr. Would it be less than 10% 

Mr. Muetxier. Probably. 

Mr. Sruuts. Thank you very much. 

We will reconvene at 2 o’clock this afternoon, with witnesses from 
the International Nickel and Dr. Flemming from ODM. 

(Whereupon, at 12 noon, the committee recessed, to reconvene at 
2 p.m., of the same day.) 


AFTERNOON SESSION 


Senator Morse. The hearing will come to order. 

My apologies to the witnesses but, unfortunately, I was involved 
in three bills on the fioor of the Senate in which I had to participate. 

The first witness this afternoon is Mr. Henry S. Wingate, President 
of the International Nickel Co. 


STATEMENT OF HENRY S. WINGATE, PRESIDENT, THE INTERNA- 
TIONAL NICKEL CO., INC., NEW YORK, N. Y. 


Senator Morse. We are happy to have you with us. And you may 
proceed in your own way. 

Mr. Wrneate. Senator Morse, it is a great privilege for me to be 
here at this hearing. It.is the first time in the history of my com- 
pany that we have atin before a committee of the Congress. 

I am president of the International Nickel Co., Inc., an American 
company which is engaged in the distribution of primary nickel in 
the United States, and has been since 1928. It is also engaged in 
very important rolling mill operations, functioning as a consumer 
of nickel, and in that capacity it is supplying some 10,000 fabricators 
in this country of all sizes, from tiny companies to large companies 
using the output of our mills here, in addition to supplying the many 
companies, large and small, who are buying the primary nickel we 
provide. 

Senator Morse, I am here also, not technically, but in fact, in an- 
other capacity. I am also president of The International Nickel 
Company of Canada, Ltd., a- Canadian corporation, which is the 
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owner of the American subsidiary company which | described. The 
Canadian company is the largest single producer of nickel in the 
world. Its mines are all located in the Sudbur y District of Canada. 
Some few years ago, it was in the happy or unhappy position 1, Which 
ever way you wish to look at it, of producing some 55 to 95 percen 
of the world’s supply of nickel. At the present ‘time, through the forces 
of competition and the developments that have occurred, while still 
in a very prominent position, it is currently producing something of 
the order of 65 percent of the free world’s supply. 

L thought I would just make those 1 or 2 remarks in preface. 

[ am most, sympathetic with the purpose of this hearing. Some- 
times my company is spoken of as either the smallest large business 
or the largest small business in existence. 

When we came through World War I, a period during which all 
nickel was used for defense purposes, principally armorplate, we were 
left without any business whatsoever. We started from scratch. We 
approached every small job-plating house, every small fabricator, 
every large company in the United States with the view to persuad- 
ing them to use our products in some corner of their activities. 

In order to do that we equipped ourselves with the best talent we 
could obtain in every field of activity. We were and are staffed with 
men whose sole responsibility is to look after the interests of the plat 
ing field. We are staffed with other men whose sole responsibility is to 
look after the interests of the nonferrous field. And, likewise, for 
the steel field. Those men have. devoted their years with the com- 
pany in promoting the output of nickel in the respective fields, and 
bringing to the management of the company—Dbeing the spokesman 
bringing to the management—the problems of the various fields. 

We have seen countless numbers of large, important businesses de- 
velop out of nothing. Also we have within our distr ibuting organiza- 
tion any number of associates who literally started out as pede dlers and 
now have become large-business men. Even today, having regard to 
their origins, once a year we award such a man a doctor’s degree in 
“peddlerology’ ‘reflecting the kind of people that we have, their 
small beginnings and the more important positions they have reached, 
and the importance we attach to their many contributions toward the 
economy. 

We felt in 1922, during the depression after World War I, that we 
just weren't wise enough to know what would be the future of this 

rather remarkable metal, nickel, and that we had only one choice and 
that was to push it as energetically as we could by research and market 
development, through every conceivable AppHc ation, and let the re 
sourcefulness and the energy put forward by the various factors in 
industry finally determine ‘the proper place of nickel in the various 
lields of application. 

Applications which at that time were thought to be of no importance 
for the future have become enormous applications. At that time, in 
view of the history of the use of nickel primarily in steel, steel had 
been the great taker of nickel. We have seen a record since then of the 
progressive decline of the relative importance of nickel in steel. It 
has been a source of great disappointment to us to see it decline in that 
way. On the other hi and, we have had some very important compensa- 
tions. We have seen the use of nickel go up very sharply in the field 
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of plating. At the present time in the field of plating, it isn’t taking 
nearly as much as we would like it to take, because we haven’t the 
supply to give to it, but we have been compensated for the progressive 
losses that have occurred over the course of approximately the last 15 
years in the use of nickel in steel through the growth of other uses of 
nickel in other fields of application. 

I am mentioning these points simply to point out that the future 
of my company and the past of my company has been dependent on 
our being completely impartial in our approach to the problems of the 
use of nickel, and in the efforts that we put forward in the respective 
fields, feeling, as I mentioned before, that no one alive can know what 
the future will bring. We have to give every conceivable field of 
opportunity a fair chance to expand. 

he problem of nickel arises primarily because it is such an unusual 
metal. Here we have a metal which on the one hand is used to plumb 
the depths of the sea, to serve as a mine detector and, on the other hand, 
goes 30,000 and 40,000 feet into the air in the modern airplane, making 
possible the extreme supersonic speeds which the airplanes of today 
and tomorrow have to deal with. It is entering now into the atomic 
energy field and is being used to make possible the phenomenal high 
temperatures in that field. And, at the same time, it is used in many 
seemingly mundane applications, but yet very important applications, 
where simple strength is necessary, corrosion resistance is necessary 
or appearance is necessary 1n order to provide an effective product for 
which there will be a public demand. 

It is a metal which has a terrific versatility, and in some form or 
other, goes into almost every conceivable use that the human mind can 
think of. 

Now, we added to our problems because of the responsibilities that 
were placed on us during World War II. Being a Canadian company 
with activities there pilin Great Britain, and activities in the United 
States, we were charged in our research laboratories to make whatever 
contribution we could toward perfecting the completely unusual alloys 
to be used in airplanes to deal with this problem of high temperature, 
which is developed in obtaining the velocity, the takeoff and the speeds 
that are necessary. 

In one of our laboratories in the United Kingdom we developed a 
product which is a forerunner of all of the jet alloys which are used 
today. One of our men was knighted for the work that he did in that 
remarkable advance. And from that activity, and activities of a simi- 
lar nature which were going on on the part of many important nickel 
users in that country, in Canada, and the United States, has grown a 
simply terrific demand for nickel in the field of aviation, which no 
one could have contemplated prior to World War IT. 

That demand and the versatility of nickel making it of importance 
in a great many other military applications, has created the problem 
which has made necessary this hearing and this discussion today. 

We came into the Korean war, and all of us were caught off guard. 
World War IT was over. We,asa company, wondered whether we were 
going to be in the same position that we were after World War I. Was 
there going to be any future business to sustain the high capacities that 
had been built up in order to fight World War II. The Committee on 
Economic Development was formed here in this country to see what 
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new forces they could inject into the economy to avoid what seemed to 
be an imevitable collapse to pay for the cost of World War IL. We 
were cautious In the way we proceeded after World War II. The Gov 
ernment was cautious. It had a nickel operation in Cuba. It closed its 
nickel operation in Cuba. Others didn’t go into the nickel business, or 
into many other lines of mineral production, being uncertain and con 
cerned about the future. 

Gradually progress was made. As you all know, this country had 
a pretty good year in 1947, a very good year in 148. And 149 was 
it splendid year in the field of plating but it was a poorer year in the 
field of steel. We, ourselves, as nickel producers were knocking on the 
door of Washington at that time, and 1, myself, tried to urge this 
(yovernment to buy nickel for the stockpile so that we wouldn't have to 
curtail our production in the light of the general attitude which, un 
fortunately, existed that perhaps the economy was in trouble at that 
time. The Government was wrong, we were wrong, everyone was 
wrong. There was a complete turnabout by early 1950 before the 
Korean war started. Business began to boom again and then we were 
hit with the Korean war. 

And then the situation which had developed in World War II hap 
pened again for nickel. Defense requirements skyrocketed and there 
was very little left to satisfy civilian requirements ‘after preferentiall) 
taking care of the defense requirements. The situation was so urgent 
that the Government was forced to adopt controls and, more particu 
larly, to deny the use of nickel in hundreds of applications on which 
plant operators all over the country were dependent for their liveli 
hood. The use of nickel ina great many plating applications was com 
pletely denied. The use of stainless steel for a great many applications 
was denied, And similar restrictions were plac ed in the field of nickel 
silver and in the nonferrous field generally. 

The producers did everything within their power to augment pro 
duction during the course of the Korean war. The Government took 
steps to reactivate the project which it had formerly entered into in 
Cuba in order to pump more nickel into the economy. 

By 1953, fortunately, our Korean troubles were over. We all 
breathed a sigh of relief and said to ourselves: “We soon can get rid 
of these controls, soon defense requirements will subside. And since 
it is defense requirements which are causing the problem for industry 
in invading the supply to such an inordinate extent, now they will 
gradually disappear and industry will be able to go ahead in normal! 
fashion.” 

There was such satisfactory progress in the modification of defense 
requirements over the course of 1953, that the Government which was 
then allocating nickel found it possible to gradually expand the 
amount of nickel which it was able to release for civilian applications. 
And by October of 1953, since the general philosophy was that it was 
obnoxious for the Government to make the determinations as to what 
any product should be used for, the Government decided that. the 
distribution of nickel should be turned back to industry. In turning 
it back to industry it was obvious that, since it was expected that for 
a time there would still be substantial defense requirements and it 
was expected that there would be a considerable period of short sup 
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ply, industry would have to work most cooperatively within itself 
to divide up whatever nickel was left for civilian purposes equitably 
and would have to work in close and intimate cooperation with the 
Government. 

We, being in the position of the largest supplier, and the only 
supplier experienced in all of the fields of nickel use over the whole 
history of approximately 70 years, were asked, in particular, to pledge 
ourselves, first, to meet all of the defense requirements preferentially— 
which for practical purposes meant that we were to take care of all 
defense requirements—and that the nickel of all other producers 
would be available for civilian purposes; and second, that whatever 
nickel we had left was to be available for civilian purposes. 

It wasn’t a too comfortable position to be in, seeing our competitors 
who were growing, as the ones to have their nickel available for civil- 
ian purposes, while we were having to supply ours first for defense 
and to supply only a fraction of the civilian requirements of each cus- 
tomer, whereas all of the supply of our competitors was going for 
civilian purposes. 

But it was ar obvious responsibility that we had as the one factor 
who was and is intimately acquainted with the problems in every 
field of use. 

Now, we, alone, of course, couldn’t possibly implement a fair sys- 
tem of distribution. That could only be done if industry was pre- 
pared to cooperate completely with us, and if the other producers 
were prepared to cooperate with us through the Government. 

We set up a system, as I indicated, first of taking care of all defense 
requirements. We asked all of our customers to tell us each month 
how much nickel they requested, how much nickel they required for 
their melting, plating, dissolving operations, to identify how much of 
that nickel was required for defense purposes and to substantiate this 
by indicating on their requests what the particular ratings were which 
were the bases of their claims for nickel for defense. And, also, of 
course, to finally substantiate this at the time the order was placed by 
identifying the ratings on the orders that were placed with us. ) 

We asked them to do one other thing. We asked them to tell us, not 
the identity of their other suppliers, but to tell us the total amount of 
nickel which they would receive for the period in question from all 
of the other producers whose nickel had been allocated as ours had 
been allocated by the Government during controls. 

Now, they were the Falconbridge Co., which is the second largest 
nickel producer in the world, a Canadian corporation wholly inde- 
pendent of mine; another was the Sherritt-Gordon Co., which is a 
newly rising independent Canadian company which, in time, may 
become an even more important producer; and the fourth was the 
Government itself, through its operations at Nicaro, Cuba. 

A customer reported to us, for example, that he needed 1 million 
pounds of nickel, and that he was receiving from all other sources 
300,000 pounds of nickel and that his defense requirements were 500,000 
pounds of nickel. . 

We immediately gave that customer 500,000 pounds of nickel with- 
out a minute’s delay. So, since he had 500,000 pounds more nickel 
required for civilian purposes and had already reported to us that he 
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received 300,000 pounds, or was going to, from the other suppliers, 
we knew that the call on us was 200,000 pounds civilian, and the call 
on the others was 300,000 which would be supplied. 

We then examined the total civilian supply available to the United 
States, through these customer reports and through their being ex- 
amined by the Department of Commerce, who were in a position to 
know just exactly what total each company was receiving from these 
other sources. And we, of course, had a vast amount of trade infor- 
mation which let us know precisely the total quantity coming in from 
all foreign sources. Thus we were able to determine whether these 
reports were substantially accurate. 

But, having in this typical case a claim for 500,000 pounds of nickel 
for civilian purposes, we similarly evaluated the requirements of every 
other user of nickel in the United States with whom we regularly 
dealt directly, numbering somewhere between 700 and 1,000 companies. 

And totaling up the entire civilian requirement in that way, we 
similarly matched against it the total civilian supply that was left 
after taking care of the defense requirements. That took into account, 
of course, the nickel from the other sources and our sources. And if 
the civilian supply available was 70 percent of the demands, we had 
the problem as to how to allocate that to each customer. Should it be 
allocated in accordance with his requests? Well, it was obvious that 
the methods of evaluating needs on the part of different customers 
would vary all over the lot. Probably from period to period the nickel 
that would be requested by a particular customer would indicate a 
trend and give us a feel of his real needs.. But we did not feel that we 
were in a position to evaluate either the relative merits of, or the 
standards used for measuring the requirements which had been stated 
to us. It seemed obvious that we couldn’t use requests as a measure 
of dividing up the available nickel. 

So what we did first was to say: How did the Government do it? 
And we looked at the way in which the Government allocated nickel 
during the control periods of 1951 through 1953. Now, the Govern- 
ment learned a lot during that period. And gradually, as a result of 
hardship cases and special situations that developed, such as new 
plants that had not been in being early in the Korean period but were 
in being at the end of the period, the Government had arrived at a 
system which was in effect during approximately the last 3 months 
of Government controls. So we took as one of our tests the quantity 
of civilian niekel made available to each customer in this country 
during the last 3 months of Government control, and we put them 
all down. We said for example, “Here’s John’s company. ‘The Gov- 
ernment allowed him for civilian purposes 5,000 pounds of nickel. He 
has got a claim for 5,000 pounds.” 

And then we were concerned that the selection of that base for all 
might be very unfair to companies who, because of the denial of end 
uses during the Korean war, were prevented through the control 
regulations from having sizable civilian requirements during that 
period. We had to substitute for such companies some notional 
equivalent of the take which other companies had experienced for 
civilian purposes during the last 3 months of Government control. 

So, one of the things that we did was to look back to a period of 
very important industrial activity immediately prior to controls. We 
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looked at the record of receipts—that is, of deliveries of nickel from 
all sources to every user of nickel—and I will define that a little later— 
in this country for the years 1948 through 1950. We did not use 
Bureau of Mines consumption figures. They were not figures that 
had been used during the period of international allocations, because 
of the extremely difficult problem of measuring consumption, and the 
different ways of reporting. We felt that we had to deal with the 
only thing that we knew was completely reliable—that was the deliv- 
eries of nickel to the various segments of the trade, which was a matter 
of indisputable record. 

We knew that there wasn’t nearly enough civilian nickel to allot 
to each civilian customer the amount of nickel that he received on 
average in the years 1948 through 1950, if the take in that period hap- 
pened to be higher than the take that he had in the last 3 months of 
Government controls. 

And so we factored the average of 1948 through 1950, on a basis 
which had a reasonable relationship to the expected supply for civil- 
ians. We took a figure of less than 100 percent of the average of 1948 
through 1950, but we took it uniformly for everyone, and set down 
another figure and said : “He ought to be entitled to at least that much.” 

Then we said: “Well, there are some customers who, because of 1m- 
portant defense activities in the Korean war period, which have now 
gone out of the window, if those standards are used on them, are going 
to be pinched, and because of this fluctuation in defense we should set 
down another standard.” 


And we set down another standard, which was that each customer- 


should be able to receive for defense and civilian combined as much as 
he received for all purposes in the years 1948 through 1950. That is, 
defense and civilian combined. 

Then we applied a number of other adjustments. We looked at 
this proposed method of establishing an entitlement for each customer. 
Of course, we knew that since we were selecting a high entitlement for 
each, we would get a combined maximum figure which would be 
excessive in terms of the supply, which would therefore have to be 
prorated to each in terms of the maximum figure ascribed to each. 
We looked at that, just trying to apply our commonsense to see how 
it would work. And, for reasons thich at the moment I can’t com- 
pletely reconstruct, but which can be reconstructed—I am sure my 
staff could do it instantly—we found that that was going to work a 
hardship in the field of plating. We saw supply houses which had 
taken away nickel from small platers to supply certain Government 
plants which were going to go out of existence. And we felt that in 
order to put the plating industry in a position which we thought was 
the equivalent of the position in the other industries, we should up 
the figures we had derived. We arrived at a total adjustment, a large 
number of pounds of nickel, and we prorated those pounds of nickel 
over all of the supply houses in this country in proportion with the 
highest figures we had previously derived for them. 

We then made a few minor adjustments, which I don’t believe ap- 
plied in the plating industry, in cases where it was obvious that to 
apply the standard of 1948 through 1950 just didn’t make sense. If I 
can just take one example: I can remember there was one small com- 
pany that had terriffic management difficulties in one of those years 
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and, for that reason, the whole business practically blew up in one of 
those particular years. It was certainly obvious that that year 
shouldn't be used without adjustment. In that case we moved back 
and put in the figure they had in the year 1947 to compensate for the 
other. 

In that fashion, we proceeded for approximately 6 months after 
controls were off. We learned a lot during that period as to how this 
was really working out. We made calculations month by month. 
And since one of the factors taken into account was that current civil- 
ian plus defense—and defense changed monthly—was to be at least as 
high as the 1948 through 1950 average, we had figures which varied 
quite drastically from month to month for a particular customer, and 
he thus had no stability of supply for civilian purposes. 

So, we wound up at the end of the 6-month period reexamining our 
procedure. We sat down and discussed the problems with the staff 
members in our office representing each industry, and I can assure you 
they represented the industry not only with great skill but many times 
with great emotion. And after hearing the case pled for every 


‘customer in this country we then, in effect, struck an average for each 


customer of what our performance had been for him under this rather 


‘complicated system for a period which started in November of 1953 


and carried through until April of 1954. 

We took the month which was the month of greatest civilian sup- 
ply, which happened to be the month of December. That was before 
the stockpile had started on its new program of pane up its take 
of nickel from various sources and, therefore, before there was a 
further fall in supply remaining for civilian purposes; this occurred 
in the early part of 1954. But December of 1953 was a peak period 
and we felt that on balance that was the most favorable for everyone. 

We saw how our system worked out for that month and we said: 
“All right, he is entitled to that.” But just in case that was a bad 
month for someone, we moved over and made another computation, 
taking the average of the whole period. We put that down. And 
then we put what we did at the very end of the period—lI think it was 
March or February—and putting those results all in front of us we 
selected what we thought was the fairest for the particular customer. 

Now, I want to emphasize that we did not make any division on 
the basis of industry. We approached this problem customer by 
customer. But, obviously, particularly in the plating industry, since 
the factors with whom we deal number only 10, when you consider 
the problems one by one you really are—and their problems are very 
much in common—considering the problem on an industry basis. 
We didn’t approach this with any preconceived notion that the plat- 
ing industry should receive the same percentage as for 1948 through 
1950 and steel should receive a certain percentage of the supply. We 
approached it company by company, as I have described it. 

We have continued on the basis that I have described. 

I have seen a number of nickel users, from San Francisco to 
Milan, Italy, and I rarely see a customer who doesn’t think that 
he has got a special situation, that he isn’t being discriminated 
against. We have never broadcast exactly how we ran our system. 
This is the fullest description by far, and it is a fairly detailed one, 
that has ever been given. 
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We felt that were we to advise every user in this country on all 
of the factors that we applied in the determination of what we called 
his basic entitlement, which is thrown into the hopper with everyone 
else’s and the civilian supply is then divided proportionately, that 
we would have interminable arguments as to whether some little 
refinement couldn’t be made here or there so that he could take away 
the nickel from the next one, because that is the only place it could 
come from. But when we do have our discussions, and there is a 
feeling that perhaps they are not getting their share, we ask lots of 
searching questions on what their problems were at different times. 
so as to test-check ourselves as to whether we really did understand 
that industry, and its idiosyncracies in the periods that we consid- 
ered, as well as we thought we did. 

Since then we have made adjustments in perhaps about 10. cases, 
for example, where it seemed obvious to us that defense history 
of getting something new started required some adjustment. We 
have, for example, one very small company which is today receiving 
many hundred percent of the nickel that it received in the years 1945 
through 1950. Everyone would be satisfied, having regard to the 
circumstances involved in connection with that plant during the war, 
and the fact that it had employees and customers to look after, that 
it had to receive a modest quantity of nickel. In that particular 
instance the example that I cite was in the steel industry—and every 
pound of nickel which went to that particular customer came out of 
the steel industry alone, and the adjustment did not in any way affect 
any other industry. 

Whenever we have made any such adjustment, the facts and cir- 
cumstances surrounding it have been documented, and they are avail- 
able, subject to inspection by anybody in the Government who has 
a proper interest, and subject to security considerations. 

All of these exceptions have been audited and examined by the 
Department of Commerce. And, of course, we were pleased to find 
that when they looked at them, perhaps their only question was 
whether we had gone far enough. 

I just wanted to bring out that we haven't got a simple, arbitrary 
system of picking a year, picking 3 years, and saying that everyone 
is to be proportionate with that. 

I would like, too, with your permission, Senator Morse, to just 
paraphrase what the chairman of my company and I said to our 
shareholders in a recent statement regarding this very enormous and 
difficult problem which we are trying to work out in cooperation 
with the Government and in cooperation with the consumers. We 
said to our shareholders—and this is, of course, to the shareholders of 
a Canadian company—but the statement reflects the policies of the 
American subsidiary, and similarly policies that are followed in Great 
Britain and other places where we have to deal with similar problems: 

“Although there are no Government controls on civilian uses of 
nickel, distribution of your company’s metal was guided by the prin- 
ciples that adequate supply must be made available to meet the de- 
fense production requirements and Government stockpiling con- 
tracts, and that civilian customers, large or small, in all parts of the 
free world must receive fair and equitable treatment. In distributing 
its supply the company has taken into account the patterns during 
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control periods, also the changing conditions since that time, and the 
patterns prevailing before control. The present enormous and ab- 
normal requirements for defense and stockpile purposes make dis- 
tribution a difficult task. However exacting this task may be, it is 
essential to the continuing success of this company that our customers 
everywhere believe that we are doing our best, and that we are bring- 
ing to this task the experience gained in years of cooperation with 
consumers of nickel everywhere. We have lived with and supplied 
many of the principal users for our whole business life. Many users 
have been served for long periods, and still other users have newly 
entered the industry. We have many small customers whose needs 
we are serving, and who constitute an important and growing part of 
the consuming market. These small consumers are essential to a 
rounded and healthy industry. Not only do they provide special 
produets and services, but they hold out the prospect of introducing 
new developments in the uses of nickel and of becoming in time con- 
sumers of a larger portion of the world’s nickel supply. The company 
and its predecessors have been supplying nickel to the trade for 
nearly 70 years. The insufficiency of the limited supply for civilian 
purposes remaining under the existing conditions not only is a pres- 
ent handicap to many of our customers, but it is potentially harmful 
to our long-range business by impairing the sesliaetand and expan- 


sion of markets for nickel, and it is harmful in that it weakens the 
nickel-consuming industries in the countries which constitute our 
markets. 

“Apart, therefore, from our feeling of responsibility, pure self- 
interest demands that we conduct the distribution of our supphes im- 


partially and with the best skill at our command.” 

That, gentlemen, is what we have been trying to do since we were 
asked to lend our experience, our knowledge, toward the solution of 
this problem. And as I said before, it is nothing that we are doing 
alone. It couldn’t function unless our customers informed us of the 
nickel that they had received from other sources in total so that that 
could be taken into account, so we could avoid the problem of dupli- 
eation of supplies from more than one source. 

The problem, of course, is basically the problem of defense. I 
think you should get, if you haven’t, a perspective of the terrific de- 
mand for nickel in the military field as contrasted with the demand for 
other metals. I have done my best to make a study of how much of the 
world’s production of copper is going into military and stockpile pur- 
poses. I don’t know the answer. The highest estimate that I have 
ever heard an informed person make is 10 percent. I think that is 
very high. There is a reasonable chance that it is not more than per- 
haps 5 percent of all of the copper that is now produced—at any rate, 
it is somewhere in there. 

It is perfectly apparent to me, since I am aware of all of the sources 
of nickel in the world and of the production, and I have a good idea 
of where it is all going, it is perfectly clear—and I am not talking 
about the United States, but looking at it on a free-world basis—today 
fully 40 percent of all of the nickel which is produced is used for 
defense or stockpile purposes. That is an enormous load on the sup- 
pliers, far out of proportion with lead or copper or any other com- 
parable metals. 
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The problem is not only the present load, but. it is the problem of 
what to expect in the future. Are we at the present time going through 
some temporary bulge which is going to fall to lower levels? There 
are many who think that while defense production programs will 
continue at the present high levels, the take of nickel today for defense 
isabnormally high relative to the defense requirements because of some 
temporary bulge in the way in which nickel is going into the program. 
While the whole pr m for planes may continue as high as now, and 
perhaps go even higher, yet the actual take of nickel for this pur 
in the future may not be as high as the enormous take which we have 
experienced during the period of the last 6 months. 

a Morse. Is that because you think some substitute will be 
found ¢ 

Mr. Winaarte. No, that may be because present production pro- 
grams may not be completely in phase with the overall programs of 
the next few years. Whereas you may expect a thousand units of 
an item year by year, in order to achieve that, production problems 
may make it necessary to crowd in 2,000 at this point, even though you 
are going to have an average at the 1,000-unit level over a long period 
of time. We are struggling, and the Government. is struggling, with 
this problem of whether or not the defense drain on us today is one 
waa we should expect to see continue at this level or which we should 
expect to go higher, or whether there is - reasonable hope that it is 
going down. At the moment I don’t think there is any person alive 
who can make a really intelligent prediction on that, though most 
careful studies are being made. 

And; therefore, our consumers are up in the air and ask: “Is there 
going to be a clarification of defense requirements? Are we going to 
get important relief as defense requirements go off When are we 
going to get it?” They don’t know the answer, and we don’t know 
the answer. The problem, of course, is a very serious problem to 
those of us who are coping with the problem of increased production. 
Any increased production that we might start now wouldn’t be here 
for 3 or 4 years. Before I start any increased production, I have to 
say to myself, “Is this huge defense demand going to be here 4 years 
from now? Is it going to be twice what it is¢ And should I double 
my sights ¢” 

At the moment we are all just looking into a crystal ball on that 
problem. It is a very difficult problem which adds to the difficulties 
of the trade and adds to the difficulties of the producers. 

Mr. Srutts. May I ask a question right there / 

Senator Morse. Yes. 

Mr. Sruttrs. Mr. Wingate, you feel, then, that you have got a rela- 
tively stable civilian market so that you don’t want to spend too much, 
because with the withdrawal of defense requirements you would be 
faced with a surplus ¢ 

Mr. Wineate. We are betting about $7 million a year that there 
will be substantially greater world production and that the civilian 
demand must be greatly expanded. We are spending about that 
amount of money in market development, and in research on new uses 
of nickel, feeling very confident that either because of falloff of 
defense requirements, that it will be essential to greatly expand the 
civilian activity to take that up, or, if it works the other way, if 
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defense requirements continue, that there will be a substantial ex 
panded production which will need a market. We have the job now 
which is a difficult job during this period of shortage—to stimulate 
and accelerate the growth, the same kind of a growth that has oc- 
curred since the end of World War I. We think that the civilian 
demand must be expanded, and we think it is capable of being 
expanded. 

Mr. Stuuts. I would like to see if we could compare your industry, 
for example, with the aluminum industry, which has over doubled 
in. the last 6 years productionwise, and will be shot up again and 
probably be tripled within the next year or so, so that there willbe 
a 300-percent increase in supply of aluminum from 1950 to 1958 or 
1959. Do you see that International Nickel will have any such expan- 
sion needs upon itself largely for civilian goods ¢ 

Mr. Wineare. If the completely unexpected happens, if we can 
work out something with Russia—which I am sure we are not going to 
achieve too soon—resulting in the loss of this huge defense demand, 
there would have to be nearly a doubling of the civilian demand in 
order to take up the currently existing supply. Now, that—the end- 
ing of all defense demands—is not going to happen. Something short 
of that is perhaps the most we can hope for. There might be some 
systém worked out of ifrfernational control of ordnance which could 
take off of our shoulders some of the great fiscal load that we all are 
carrying, and take off of our industry some of the great load which 
it is carrying, of satisfying military production and which would then 
permit industry to move over to producing something else. 

Of course, when the military demand falls off, we ask ourselves 
as this great shot in the arm which industry is now receiving disap- 
pears—does all industry subside on account of that? Assuming for 
the moment that civilian industry would continue as active as it is now, 
we, and the industrial consumers of nickel, have the problem of about 
doubling the civilian take. But as I said, defense needs will not soon 
disappear. Presumably we will make some progress in these inter- 
national problems. Presumably in time there will be some modifica- 
tion of the emphasis that we are now placing on defense production, 
and there will have to be expansion in civilian use just to make up 
for that. 1, myself, am most hopeful that there will be substantial 
additional production of nickel, and in order to sustain that produe- 
tion there will] be substantial additional demand. 

I would be surprised, myself, if the percentage of expansion in de- 
mand would compare with that of aluminum. 

Mr. Srutts. How much has your output expanded since 19504 

Mr. Wrnearte. I have some other figures in my mind. I won't 
dodge your question, I will come back to it. 

We have increased our output by a little over a hundred million 
pounds from 1946 to the present time. Now, 1946 perhaps isn’t a 
fair starting point, because right after the war everyone let down a 
bit—for us it was a very fortunate period, because we tore out the 
insides of our mines in fighting World War II. And we needed 
those years after the war to build underground a plant to take the 
place of the surface mining plant which we had lost. The most ton- 
nage that we ever had at the peak of the war from underground 
operations was some 5 million tons of ore a year. We are currently 
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producing from underground 13 million tons, of ore.,,We have a gi, 
gantic additional plant and program today compared with then. But 
we have the great difficulty today in that we are dealing with much 
lower grade underground ores than we dealt with at that time. There- 
fere our production is up from 1946 by a little over a hundred million 
pounds, and our production is up from the last full year of the war, 
1945, by approximately 55 million pounds. 

Mr. Sruurs. What is that percentage figure / 

Mr. Wineare. I am totaling it up. At present production is about 
280, take 55 off of 280—let’s call it up about 27 or 30 percent. 

Mr. Sruurs. And that has been over a period of some 10 or 11 years? 

Mr. Wrneate. I tried my hand one day at trying to see if we were 
doing a decent job, at seeing how we compared with others who might 
have a somewhat comparable problem. This might be the very figure 
that you asked for. I have found it—the total inerease of nickel 
production in Canada, which would be the biggest part of the world 
production. Total Canadian production throughout the war averaged 
137,000 tons a year. The Canadian production last year was 175,000 
tons, an increase of 27 percent. 

Now, our operations—we are not only in the nickel business, every 
time we mine a pound of nickel we mine five-sixths of a pound of 
copper, the two come hand in hand, they are in the same ore. There- 
fore, we are very much in the copper business as well as the nickel 
business. 

Our smelting problems in many respects are similar to those for 
copper and our milling problems are very similar—though, of cours 
our problems are much more complex, because we have the “sroblent? of 
seein of nickel from copper which the copper companies do not 

ave. 

The comparable 1955 figure in the United States for the production 
of all copper mines is a reduction of 0.3 percent from the war period. 
The copper companies did everything they could in the postwar years 
to repair the damage that the war had done to them, and have been 
attempting, of course, with the temptation of terrific prices and de- 
na and the need for serving their trade, to produce as much as they 
cou 

The copper industry in the United States today—1955—is producing 
almost exactly what it was then. My own particular industry in 
Canada has gone up—it is up 27 percent. The zinc industry is pro- 
ducing only some 70 percent of what it was during the war, and the 
— industry some 73. Those are some comparisons. 

Canada increased 103 million pounds. In 1955 over 1945, we went 
up from 225 to 280 million pounds, approximately. The Falcon- 
bridge Co. increased from 20 million pounds to 43 million pounds, 
And the Sherritt Gordon Co. came in entirely fresh in that period, pro- 
ducing some 20 million pounds.. There was also a little more. 

Looked at in terms of 1946—and these other comparisons I just 
gave you were taking the 1945 war period—but as against 1946, the 
total world production of nickel—this is ours, everybody else's, the 
Cuban production, ever jerbody s—the total world production of nickel is 
today 1 y today, 1955—of what the total produc- 





tion was in the year 1946. 
Mr: Opom. Isthat the free world ? 
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Mr. Weneaate. The free world. It is 190 percent of what it was in 
1946. The comparable figure for copper—this is worldwide—is 171. 

The comparable figure for lead is 165 percent, and zinc, 152 percent. 

Aluminum is an entirely different problem from the point of view 
of mining; you have no mining problem. The aluminum problem is 
primarily a problem of the application of power. Our problem ts to 
make a decision today on whether to go underground with a view to 
exploiting a mine which will come intooperation at the earliest, 3 to 4 
years from today. -And‘the opportunity is limited by nature’s deei- 
sion as to whether minable ore exists.. It has sometimes been sug- 
gested that perhaps my company has been too conservative. I think 
the more real fact is that my company has run serious risks in the 
speed with which it has invaded its ore reserves. 

When I first became associated with the company we had 100 years 
of life ahead of us in the ores that we saw in sight which were commer- 
cial. ‘We have some 25 years now. That is not because of any reduc- 
tion in the ore reserves. 

We have succeeded, through a combination of factors, mainly 
through exploration, in discovering additional ore bodies to compen- 
sate in part for those which have been mined out. And we have also, 
through improvement in methods of mining, through improvements 
of processes, been able to convert materials which previously couldn't 
be properly classed as ores into ores. 

A combination of all those efforts has meant that in spite of taking 
from underground, as we are today,’some 13 to 14 million tons of ore 
annually, that we have been able over the past 10 years each year 
slightly to increase the nickel content of commercial ore reserves that 
we have left. The demand has grown enormously. This accounts for 
the fact that our supply is now 25 years instead of 100 years. This 
concerns us. 

Senator Morse. I think this is tremendously important testimony, if 
I understand it. 

I think it needs to be emphasized a bit. I think you are performing 
a service in pointing that up. 

If I understood you correctly, Mr. Wingate, when you joined this 
company, as far as this company’s reserves were concerned, the com- 
pany saw an ore reserve to meet what it-thought would be its produc- 
tion needs of 100 years. In the meantime we were thrown into World 
War II, there was a great increase in the use of nickel for defense 
purposes, and because of other developments in the civilian economy 
there has been a great increase in the demand for nickel for civilian 
purposes. 

The result is that in the course of a few years your 100-year foresee- 
able reserve supply has been cut down to 25 years. This being a major 
supply source in the world, I suppose that generally speaking it is 
equally true that other supply sources have been cut down corre- 
spondingly ¢ 

Mr. Winearte. Except that I think with the growth in demand for 
our product, because of the unique properties it has and its contribu- 
tion in the military field, with the one major exception of aluminum, 
it has grown much more sharply than the demand in other fields. 

Therefore I would expect that not as drastic a result would have 
occurred, let us say, in the field of copper, lead, and zinc, being the 
other three materials with which we commonly compare ourselves. 
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Senator Morse. As far as nickel is concerned, it would seem to be 
true in regard to the potential ore reserves. 

Mr. Wincatr. We have been very concerned about it. Senator, we 
are spending, and for many years have been spending, fully $5 million 
a year in exploration. e divide that ccaeahent equally between 
the area where we have our mines, which are all in one small compact 
area where nature chose to put these rich deposits of nickel—we are 
spending about half of our efforts in that area probing from surface 
and at extreme depths. We are presently mining underground over 
a mile deep. We have drilled many thousands of feet below that to 
see if there is continuity of ore, or whether ore bodies which have been 
lost can be found again—we are drilling extensively in many parts of 
that area. 

We are hopeful that that area for many years will be able to con- 
tinue to produce the large volume that it is producing now, and that 
if I were to come before you 5 years from now I would still be able 
to say that we have got as much ore as we have now. 

But to be safe I have to assume that at that time everyone will 
have succeeded in pushing the demand up further, and that the num- 
ber of years I might have to report to you then might not be 25 years, 
it might be 20 years. 

So we are searching every part of the world to see if somewhere 
we cannot develop new commercial deposits. There is one area in 
Canada where alone we have spent approximately $10 million in ex- 
ploration. Vast quantities of low-grade ores are found in that area 
we are searching—extremely low-grade, of the order of 0.5 percent 
of nickel as compared with, let’s call it, 114 percent nickel, which would 
be the approximate average of the grade of nickel in the ores which 
are in the Sudbury area of Canada. 

We don’t know, Senator, what is going to be the outcome of this 
worldwide search that we are making. We are now flying with 
some 20 airplanes, several equipped with the most remarkable devices 
for aerial detection of areas which might be nickel-bearing areas. 

We have hundreds of men, and literally, I would say, approxi- 
mately 75 drills in various parts of the world, sinking holes, trying to 
determine whether nickel-ore bodies can be found. 

I have told a number of our customers, and I have told various 
people in this Government and in the Government in Canada, that 
we have set a target date for ourselves of this autumn. The best time 
in some of the areas that we are exploring to make major progress 
is the 3 summer months starting right now with the month aloes 
We don’t know—we are hoping at certain locations to put finishing 
touches on important leads which we have. I am very hopeful that 
I will be able, perhaps after Congress reconvenes a little later, to 
come back to a committee like this and say that we have decided at 
a completely independent new strategic location to embark on a major 
nickel program. 

At the moment I would have to say that that is a — I would 
also have to say that of course it is our hope that we could find some- 


thing which would be completely commercial which we could do 
ourselves within our own resources or without the slightest assistance 
of any kind from anyone. ; 
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But if the facts are to the contrary, if we find a strategic loca- 
tion in North America—and we should have the answer this autumn- 
if we should find a very large ore body which would only be marginal 
let’s say ore which is not better than the Cuban ore or perhaps not 
even as good as the Cuban ore—we would feel it an obligation to bring 
it to the attention of this Government as an opportunity to be con- 
sidered as to whether or not such a thing should be developed as a 
major standby facility for whatever the future events might bring. 

But we are, Senator, going at this job with all the skill that we have, 
trying to develop ore. And we will have some very important infor- 
mation this autumn from which it should be possible for us, rather 
than this kind of “iffy” attitude that I am now taking, to give reliable 
intelligence to the Canadian and the American Governments on what 
they may expect from private industry ourselves in the way of inde 
pendent large production. 

Senator Morse. I want you to check my deduction very carefully. 
Your testimony has stirred up a chain of thought here, and it might 
be quite fallacious. Would 1 be justified in forming the opinion from 
what vou have said that it is within the realm of probability, within 
50 years, to engage in an understatement now, that within 50 years 
we probably will have exhausted all presently known economic nickel 
sources available to us ? 

Mr. Wrneate. That is a very difficult question to answer. Our 
most important mine is the Creighton mine. That mine was to all 
intents and purposes to be abandoned in the early 1930’s. Its number 
was up. We were putting it to bed, and it was disappearing. We had 
another great mine, the Frood mine, which was owned one- half by us 
and one-half by a British company called the Mond Nickel Co. And 
since it could only be operated by 1 company, those 2 companies hav- 
ing this one great valuable asset were put together as the present Inter- 
national Nicke] Company of Canada. 

That was done in the complete conviction on the part of our geolo- 
gists and our mine operators that the Creighton mine could be relied 
on only for a few additional years ahead. 

Today the Creighton mine is the greatest source of nickel in the 
world, and potentially I think it is the greatest source of nickel 
in the world. From all that we—if you ask for evidence—all that 
we definitely can certify, what you have said is correct. But if we 
are to judge from the luck that we have had as a result of most inten- 
sive explor ation, it is entirely possible that 50 years from now we will 
be saying the same thing for 50 years later. 

Senator Morse. One other question, and then we will let counsel 
ask the questions. You have pointed out this very direct relationship 
between copper and nickel in the mining process. Now, in consider- 
ing productive practices in the field of nickel, is it true that the demand 
for copper both by the Government and by commercial buyers for 
civilian use bears a pretty close relationship to the production of 
nickel, in that if it becomes unprofitable to produce the copper, it 
either means an increase in the cost of nickel or a slowup in the pro- 
duction of a full quantity of nickel ? 

Mr. Wrveate. The copper which comes with nickel comes in the 
case of my company, in the case of the Falconbridge Nickel Co., and 
in the case of the Sherritt Gordon Co. We produce approximately 6 
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pounds of nickel to 5 pounds of copper. In the case of the Faleou- 
bridge Co., the ratio is a little bit higher in favor of nickel; and my 
recollection in the case of the Sherritt Gordon Co. is that it is 2 pounds 
of nickel to 1 pound of copper. 

While my company is an important copper. producer, in the sense 
that we produce about 130,000 tons of copper, 260 million pounds a 
year, that of course is a minor factor relative to the 3 million tons 
approximate world production; and the other copper producers 
have negligible amounts of nickel in association with copper. 

So while for us and the other companies that I have named, the 
demand and price for copper has a very great bearing on the question 
of whether our ores are economic, that problem exists only in the 
nickel field, and it does not exist in the copper field generally. 

Senator Morse. Then, as far as your company is concerned—and 
T raise this question because of the figures you used in regard to the 
demand for copper and the demand for nickel—that the demand for 
copper is being satisfied to a very much greater degree than it is for 
nickel. 

Mr. Wineare. Yes, sir; it is. 

Senator Morse. From the standpoint of your company, the fact that 
there may be a fall-off in the demand for copper, let us say, during 
the next 25 years, and no foreseeable fall-off in demand for nickel, 
would not in anyway greatly influence any decision on the part of 
your company to produce the maximum amount possible of nickel 

cause copper is not the important item in your production; 
but there are copper companies producing: copper who are not pav- 
ticularly active in the nickel field and, therefore, there is not neces- 
sarily cause and effect as to the relationship between the production 
of copper and the availability of nickel? 

Mr. Winearte. That is correct. 

Senator Morse. Counsel, you have some questions you wish to ask / 

Mr. Noonr. Mr. Wingate, I want to try to bring into focus the 
primary interest of this committee in holding these hearings. 

Our interest stems largely from the complaints and the pleas the 
committee has received from independent job platers in this country 
who state that they are, in their opinion, not receiving an equitable 
share of the available supply of nondefense nickel. 

I know you have not had the opportunity to hear them, but they 
point to certain factors to indicate that they are not getting an equi- 

table share. 

They refer, for example, to greatly increased automobile produc- 
tion where there is a heavy consumption of nickel. 

They point to the new skyscraper sheathed in stainless steel which 
is being erected in New York City and which requires a lot of nickel. 

As you probably know, the allocation of nondefense nickel going 
to platers is based upon their use of nickel during the first 6 months 
of 1949, the second 6 months of 1949, or the first 6 months of 1950. 

The representatives of BDSA and the Department of Commerce 
conceded this morning that the available supply of nickel in this coun- 
try for nondefense use in 1955 exceeded the quantity available for 
those purposes in 1949, 1950 was a better year, but even assuming that 
the base for each plater was predicated on their 1950 use, the supply 
in 1955 was equal to 75 percent of that available in 1950. 
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We also‘heard testimony from representatives of the Udyhite Corp., 
one of the principal suppliers to the plating industry. 

We were informed that the platers in the month of May of this 
year will be getting approximately 21 percent of their base-period 
allocation of nickel. 

Evén taking the most prosperous base period as an assumption, the 
question comes up, why are platers not receiving at least 75 percent 
of their base-period use? Would that be some indication to you that 
possibly the amount of nickel going to Udylite, one of the largest 
plating suppliers, is not equitable i in relation to nickel going to other 
nondefense users ¢ 

Mr. Wrnagate. I am afraid I am guilty of having gotten over into 
somé other things and strayed a little far away from our distribution 
system and, perhaps, having cut that rather short to discuss some of 
these, in a sense, more important basic supply problems. 

I had meant to—— 

Senator Morsr. Let me say, Mr. Wingate, I think the testimony 
you did give was very essential and very helpful to this committee, 
and you ‘certainly need to offer no excuse for what you have said. 
It has been very helpful to this committee, and thfis distribution prob- 
lem, I think, in supplementing what you have said. We will be very 
glad to take that testimony now, too. 

Mr: Wrnaate. Thank you, Senator. 

I had intended to speak a little bit more specifically regarding our 
problems of distribution in the plating field. I am just going to 
kind of talk along here, and if, when I am through, I have not answered 
your questions, I will do so. 

Senator Morse. Go ahead. 

Mr. Wineate. Our problem of distribution in the plating field is, in 
a sense, our easiest problem because we have only about 10 customers. 

Here they are: Apothecaries Hall, Hanson-Van W inkle, the Har- 
shaw Co., the McGean Co., the Seymour Co., the Udylite Co., the 
Wagner Co. ; these are the supply houses. 

All of those companies have been buyers of nickel from us for plat- 
ing purposes, in one case since 1909, and in another case since 1949. 

They are the only plating supply houses to whom we sell. They, 
together, service the entire industry in the United States. 

There is no mystery ‘as to what nickel those companies received at 
different times from us, and there is no mystery as to what they 
received from other sources, because they receive nickel from about 
only 1 other source, and only 1 or 2 of them receive it from another 
source, so the problem of ge tting the facts is easy. 

Also the problem in this field is simplified as compared with other 
fields, because one of the test periods which we use was a period of 
booming activity in the plating field, the years 1948, 1949, and 1950. 

We, in arriving at a notional entitlement for each one of these 
supply houses that I have mentioned, followed the procedures which 
we followed for everybody else, and, as I say, in this case in view of 
the relations that existed and the long record of association with them, 
we felt that we had all of the facts which had a bearing on the problem 
of what was a fair allocation. We arrived for each one of these com- 
panies at a civilian entitlement after we had experimented with our 
system until April of 1954. 
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As I mentioned earlier, in arriving at those figures, we felt that be- 
cause of the special problems of gradual loss of certain defense busi- 


ness, that we should tack an additional lump sum of nickel on to all 


of those supply houses, spread among them in accordance with the 
notional allocation which we had arrived at for each of them. 

In addition to that, we felt that besides the relief which that would 
give to these supply houses to cope with their very enormous and 
difficult problems of dealing with small business, that we should give 
a further measure of relief. And therefore we also took a rather 
arbitrary, fairly small lump-sum amount, which we allotted monthly 
to the industry, expressly to be used to deal with abnormal hardship 
cases as they might come along. 

Now, no one of these companies has a figure which, when you ex- 
amine it in relation to 1948 through 1950, is exactly the same per- 
centage as for another company, because our tests were not solely 1948 
through 1950. They will all be quite close together. And we did not, 
as I said, arrive at a formula which would give a certain portion of 
all of the civilian supply to them and a certain portion to other seg- 
ments of industry. 

Now I have been struggling with this problem of how long does a 
proper distribution system, once set up, continue to be an inte}ligent 
distribution system. 

It is obviously something that was set up having relation mainly 
to what existed after the end of the Korean war and in the prewar 
years, and after the passage of a few years it might not necessarily 
make any sense. 

My staff and I have been spending a great deal of time in the past 
few months, we have been taking every single customer, thinking 
about his problems, thinking about our patterns, thinking whether 
certain floors should be established, whether certain additional things 
should be put into play to make this a more equitable program. 

In the proeess of doing that I have been asking questigns as to. how 
these complicated, well thought-out schemes have, in fact, worked 
out; and I must say that I was amazed to the point that I just could 
not believe the arithmetic and I have spent hours and hours since you 
first called me and before, in examining it. 

But I can say to you, gentlemen, without any reservation, that the 
supply houses I have named are today receiving exactly the same per- 
centage of the available civilian supply as they received as a group 
in the years 1948 through 1950. I was amazed to find that it turned 
out that way. 

Mr. Noone. They are receiving the same amount of civilian nickel? 

Mr. Wingate. Let me give you an example—this is hypothetical 
since if totals are known the figures for defense can be derived by 
showing the civilian. If the supply houses, as a group, received 15 
percent of the total nickel delivered to all industry—if they received 
in 1948 through 1950, 15 percent of the total deliveries of nickel to 
everyone in 1948 through 1950, then they received in the first 6 months 
of this year, 15 percent of the total nickel delivered to everyone, for 
civilian purposes, in the United States under this system that I have 
described. . 

It is exactly the same percent, in fact, to point. 1. 

Therefore, all of the rest of civilian industry, as a group, is likewise 
receiving exactly the same percent as in the period 1948 through 1950. 


NT 
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Mr. Noone. Well, if what you say is true then Mr. Wingate, platers 
today should be getting roughly the same amount of nickel they re- 
ceived for plating in the “mm from 1948-50; isn’t that correct! 

Mr. WINGATE. The supply houses—now, as I am sure has been made 
clear by someone, we exercise no voice in the determination by the 
supply houses of how they distribute the nickel which we supply to 
them. 

We supply nickel in two forms; we supply electrolytic nickel which 
some of them melt down and cast and oe into cast anodes. 

We supply them with rolled anode bars produced at our works 
in Huntington, W. Va., in the form of long bars 16, 18 feet long, 
which each of these supply houses receives, cuts down to appropriate 
lengths, deskins them, taps them, puts the hook on them and puts them 
in form for use in the various plating operations. 

In addition to that, some of the nickel that they receive from us 
they use for purposes other than plating. They are primarily plating 
supply houses, but some of them are also in the chemical business. 

All that I can vouch for is that if you will take the deliveries of 
my company to all of the supply houses in 1948 through 1950 and the 
deliveries by Falconbridge Nickel Co., which is the other principal 
supplier, take all of that into account and compare it with the total 
volume of nickel delivered in the United States by my company and 
all other producers, that the civilian percentage in the first 6 months 
of 1956 was identical with the percentage in the years 1948 through 
1950. 

Mr. Noone. That is in conflict with testimony we received from 
Mr. Reeme of Udylite Corp. 

We asked him this morning to compare his receipts of nondefense 
nickel in 1955 with the year 1950, which was a pretty high year. 

Mr. Reeme has informed us that he, in 1955, received less than 
one-half of the amount he had received in 1950. 

Mr. Winearte. I am surprised that it works that way; but, of course, 
we did not take the highest of the years 1948 through 1950. 

Mr. Noone. That is right. 

Mr. Wineate. And I do not know whether that was a high year or 
a low year for him. 

All of those years were high years for the platers. We took the 
average of the three. 

Senator Morse. Mr. Wingate, I understood your testimony to be 


that these 10 suppliers that you have listed—I think there were 
1o-—- 


Mr. Wineate. Seven. 

Senator Morse. Seven suppliers that you have listed combined have 
received the same quantity of nickel. 

Mr. Wrneate. That is right. I am sure if I looked at it individ- 


ually, that while it would be reasonably close there would be vari- 
ations. 


Senator Morse. That was the next point. 

Your testimony is that you have devoted the same quantity of nickel 
to the suppliers during the first 6 months of this year as they received 
in the 1948 through 1950 period ? 

Mr. Wrnaate. The same proportion. 

79098—56——11 
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Senator Morse. The same proportion, I mean. It may be supplier 
X got less than supplier Y, or that supplier Y got more. 

Mr. Wineate. That is correct. 

Senator Morse. But as far as the total amount that you send into 
the channels of the supplier, the proportion has remained constant. 

Mr. Wrneate. That is correct. 

Senator Morse. And, therefore, this particular witness might very 
well be right. His testimony might be accurate, that his company 
has received less, but if it ed, some other company has received 
more. 

Mr. Wrncare. It could be accurate by virtue of what you have 
pointed out. What I am saying refers to all of the supply houses as 
a group, and also because his figures are addressed to the year 1950. 

Also, I am not sure, I have not discussed this with him at any 
time—I think I met him today, I am sorry to say, for the first time— 
I should have met him long ago because he is an important user. 

I do not know how he counts his receipts of nickel. Maybe there 
is some difference in the way in which we count them but whatever 
way we used in coynting our deliveries to him, it was exactly the 
same way we used in counting our deliveries to everyone else. 

Mr. Noone. I understand; but if he received only 50 percent of 
his 1950 allocation, to simplify the presentation here, perhaps some 
other nickel supplier received 150 percent? 

Mr. Wrnearte. Theoretically, that was possible. 

Mr. Noone. Theoretically, that was possible? 

Mr. Wineate. But I know, from having looked at it that the dis- 
parity is very small. 

Mr. Noone. According to your testimony, your system of basic 
entitlements and allocations is under constant review. Would you 
consider this testimony sufficient justification for your company to 
review its allocation to Udylite to see whether by chance there is some 
inequity in the quantity going to them? 

Mr. Wrneate. You have told me that the testimony was they re- 
ceived only 50 percent of what they received in that period. 

Now, if, on looking into it, I found that everyone is receiving 
today about 50 percent of what he received in that period, and that 
was representative of industry generally, I certainly would not think 
I should look into it. 

Mr. Noone. I agree. 

Mr. Wrneaarte. On the other hand, if 

Mr. Struts. If I may interrupt, do you, on looking at it—do you 
recall whether it is about 50 percent or is it about 100 percent ? 

Mr. Noone. You testified that it is 15 percent in both periods. 

Senator Morse. That was hypothetical. 

Mr. Wineate. That was entirely hypothetical. 

Senator Morse. He used that hypothetically so it would not dis- ° 
close the amount that goes into defense and the amount that goes 
into civilian. 

Mr. Wineare. That was entirely hypothetical. 

_ I said if he got 15 percent of the available civilian supply; I said 
if the supply houses got 15 percent of the available civilian supply, 
in the 3 years that I have described, I know that they got 15 percent 


of the available civilian supply in the 6 months ending at the end 
of this month. 
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Mr. Noone. I understand, and the available material for nonde 
fense in those two periods being roughly comparable? 

Mr. Wrneate. I am not prepared to say that. 

Mr. Struts. This morning, Mr. Wingate, Secretary Mueller in 
dicated, and I assume they are released and publishable figures, 
since he told it in an open hearing, that the amount of nickel avail 
able for nondefense purposes was higher in 1955 than it was in 1949, 

So that 

Mr. Wrneate. That is 1 year. 

Mr. Noone. That is correct. 

Taking the 3 years that you cite—— 

Mr. Wrineate. You see, 1950 was by far the most favorable year that 
anyone could have selected for the platers, if you are selecting a single 
year. That was really a boom year. We were dragging down our 
inventories, pumping nickel into them as hard as we could. 

When you throw 1950 in with 1949, and 1949 industry generally 
being a lower year, although it was a good year for plating, I just 
cannot say without looking at the figures how it would work out. 

Mr. Opom. There is just one point, Mr. Wingate, I would like to 
clear up. 

Santee been talking about the available nickel supply to the sup 
pliers as a group. 

You do recognize a certain responsibility on behalf of the In 
ternational Nickel Co. to assure an equitable distribution among the 
different suppliers of the group; do you not ? 

Mr. Wrnaare. I certainly do. That is where we start, right there, 
and this is simply how it happened to work out. 

Mr. Opom. Yes, sir. 

So you would strive to prevent there being any large variation be- 
tween either of the suppliers, would you not with reference to 

Mr. Wineate. Provided I was prepared to agree that the sound 
way in the plating field was to be completely arbitrary about it, and 
take the years 1948 through 1950. But there may be factors which 
would mean that in some cases it was not appropriate to take 1948 
through 1950. 

Mr. Opom. Yes. 


Mr. Wineate. I am saying that if you take 1948 through 1950, if 
you accept that as your premise, that you just grind that out of a 
machine and do not think about it at all, if you do it on that basis, 
then, of course, it should be the same. 

Mr. Opvom. You did point out to us there were other factors that 
you considered other than just the 3 years 

Mr. Wingate. Yes. 

Mr. Opvom. And I understood that. 

Would these other factors create much of a variance from an arbi- 
trary selection of these figures ¢ 

Mr. Wrneate. I would not think so. 

Mr. Opom. In other words, there might be some 5 to 10 percent 
variation ? 

Mr. Winearte. I would think it would be practically of that order. 

Mr. Opom, I beg your pardon ? 

Mr. Wrnaate. I would think it would be of that order, 

Mr. Opvom. About 5 to 10 percent? 

Mr. Winaate. That is about what I would think. 
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Mr. Opom. Now, then, when Secretary Mueller appeared before us 
earlier today, he made the statement that he abhorred the thought of 
Government control in this industry—there are many who share his 
position, and I think that is the position of the administration. 

He did say that the International Nickel Co., because of its position 
in the industry, had control of the industry, had a control of the 
distribution of nickel in the industry. 

Do you think that is a fair statement? Is your position in the indus- 
try such that you do have the responsibility and you do affect the 
control of distribution among the platers, at least over the platers’ 
suppliers within the United States? 

Mr. Wrnaarte. Yes, we do, to the plating supply houses; and, par- 
ticularly so there, for the reason that I sintihdend, that I think ee 
correct in saying that there is only one other supplier to those houses. 

Mr. Opom. Now, could we enlarge that to the nickel industry gen- 
erally in this country ? 

Mr. Winaate. Yes, but I would like to just add this sort of a foot- 
note to that: I am satisfied that we take account of all of the nickel 
coming from the Government-sponsored Cuban and Hanna opera- 
tions, in view of the information that they lodge with the Government 
all of the nickel coming from Sherritt Gordon, all from my company, 
which is the principal supplier, and all of the regular production of 
the Falconbridge Nickel Co., which was allocated by the Government 
during the war. Now, there is a known pattern of distribution on the 
part of these other companies, their customers are all well known to 
us, the amounts that are going in regularly are known. The customers 
of these other suppliers do not say, “I received so much from Sherritt 
Gordon and so much from Falconbridge.” ‘They say, “We received 
from other sources such and such an amount,” and we add them all up, 
and we reconcile them with the trade information we have as to how 
much nickel is introduced from those sources into this country, and 
we are completely satisfied that taking the major suppliers whom I 
have described, that the system is in no sense out of hand. 

Mr. Opom. Now, then, with reference to Government control, as 
long as the Government does not control this distribution of nickel 
in this country, that then is going to rest upon your shoulders or cause 
to rest upon your shoulders a very grave responsibility, one that you 
have described and set forth here today ; is that true? 

Mr. Wrwnearte. It falls on our shoulders. It will not work unless 
our customers cooperate and give us the information which they vol- 
untarily do give us, and I do not think it would work, as a matter of 
public policy, unless the Government was breathing down our necks all 
the time, as it is, and watching exactly what we do, and if we were not 
in the position of having a complete open book to the Government 
on every decision that we make. 

But with the assistance of all those factors, the cooperation of the 
customers, the cooperation of the other producers, and the information 
which they provide to the Government, I think it does work. 

But I agree with you completely, it is a very heavy responsibility. 
My public relations people say “You shouldn’t have anything to do 
with it. You should let this business go to pot and not run the risk 
of being in this unenviable position of trying to satisfy everyone and 
not satisfying anyone.” 
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Mr. Opom. That is the question I was leading to: Would you prefer, 
as a representative and as the president of International Nickel Co., 
to continue handling this allocation yourself rather than to see it 
restored to Government control ? 

Mr. Wineate. I would rather continue trying to do the job I am 
now trying to do. 

Senator Morse. Mr. Wingate, I think we have got it clear in the 
record, but I wish you would expand on it. You pointed out that in 
supplying the nickel to the nlp houses that once you apportion to 
them the amount of nickel they are going to get, you testified that 
in your opinion they were getting the same civilian proportion, in 
the first 6 months of 1956 that they got during the base period that you 
use for comparison. 

You also testified that you exercised no control, you had no control, 
on — ee nickel once ; came within the control of the 
supply houses, that went to plati 

Mr Wrneate. That is emia. 

Senator Morse. And the portion that went into chemical processes 
and the portion that went into another process that you mentioned, a 
process which has slipped my mind for the moment—there were three 
that you mentioned: plating, chemical 

Mr. Wrneate. I mentioned plating, chemical ; some, of course, they 
cast, some make a cast anode, and remarket it. 

Senator Morse. The casting is the phrase I missed. 

Now, is it possible with what this committee is confronted, these 
many complaints from small-business men, that are in the plating busi- 
ness, is it possible that the suppliers, for possibly economic reasons 
which are understandable, are fading it more profitable to divert a 
larger proportion of their supply into the chemical process or the 
recasting process rather than into the plating process, and that, there- 
fore, we have the question, as a committee, as to whether any contro! 
shall be exercised over the suppliers for the protection of the small 
businesses that are involved in the plating industry / 

Mr. Wrinaarte. I had assumed, Senator Morse, that they felt the same 
kind of responsibility to the trade which we feel to the trade, and I 
had assumed that they felt it was very important to their future to 
carry it out intelligently. 

We get complaints, not a great many, but a good many, from plat- 
ing establishments, complaining that a particular supply house is not 
giving them as much as they should. 

When we receive those, we are pretty searching in the questions 
that we ask the supply houses; if they were new customers they prob- 
ably would throw us out, but they know us pretty well. 

In those cases that have come to us, certainly as a generalization, 
we are satisfied from the situation as we saw it, that they, the supply 
houses, were genuinely trying to do the job. 

But we have never tried to inject ourselves into their system. We 
had understood they report rather fully to the Government as to what 
they do—I do not know whether it parallels the complete information 
which we make available to the Government, I just do not know any- 
thing about it—but I had assumed that they were going after this 
problem effectively. 
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Senator Morse. I think it is so important, however, your putting 
it on the record, to get into the record your statement of policy that 
when you turn the nickel over to the supply houses you seek to exer- 
ped a control or direction as to the use to which they put that 
nickel. 

Theoretically they could put it all into the chemical process, the 
recasting process or the plating process, and you would consider it 
their business and not your business. 

Mr. Wrnaate. Yes, that is right. 

I must say, however, that if we found that a supply house was no 
longer a supply house, I think we would be realistic and would re- 
examine our basis of allocation and say that we arrived at these 
figures, we provided extra nickel, on the assumption that it was going 
to them to serve thousands of users, and conclude that the basis has 
disappeared. 

Senator Morse. Well, I want to say for the benefit of counsel and 
of the committee staff that I have not had time to dig into the problem. 
I have known this investigation has been going on, but I have been 
devoting myself to other problems. 

I want to say that Mr. Wingate’s testimony satisfies me that counsel 
ought to proceed to gather the information as to what has been 
happening in the distribution by the supply houses. 

Mr. Opom. One of the plating suppliers testified yesterday, Sena- 
tor, concerning their distribution. 

Senator Morse. But we have seven. 

Mr. Opom. Yes, sir. 

Senator Morse. We have seven. Mr. Wingate gives us seven of the 
major supply houses, and I would like to know what has happened 
during this period of time in the distribution. 

I think the distribution question is the vital question here, what 
has happened in the distribution of the nickel by the supply houses 
as among the three uses to which it can be put by producers after they 
get it from the supply house. 

What percentage did the —— get before; what are they getting 
now! What percentage did the chemical processors get before and 
what are they getting now ? 

There are a jot of other questions you will have to raise after you 
get the basic figures, whether or not it is in the public policy for the 
platers to get less and the chemical processors to get more; I do not 
prejudice that, but before we can render any valued judgment, how- 
ever, as to whether in the interests of small business the distribution 
system is not in the interests of the national economy, I respectfully 
suggest to staff that you have got to have those figures. 

Mr. Srozrs. Senator Morse, I think we might say that Mr. Win- 
gate’s testimony is completely applicable upon that subject. We have 
the figures on how much defense nickel there is, how much nondefense ; 
we were trying to figure out as a proportion how much International 
Nickel sends down to the supply houses; whether that is not pro- 
portionately as high as it was in 1948-50; and we will then ask the 
other six suppliers, and Senator Sparkman indicated we would ask 
for figures from the other six suppliers, as well as Udylite. 

Senator Morse. Then, for the sake of the record—— 

Do you have any further questions of Mr. Wingate? 
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Mr. Noone. Mr. Chairman, I was going to suggest as a starting 
point on your recommendation, it would be very helpful to us if 
International Nickel could tell us how much nickel they have supplied 
for nondefense purposes to their plating supplier customers from 1950 
down to date. Could you do that, Mr. Wingate! 

Mr. Wrneate. From when? Excuse me. 

Mr. Noong. From 1950 to date. 

Mr. Winaare. I am perfectly prepared to, if 1 am advised that 
I am not doing anything that is revealing defense information. 

Senator Morsr. I was about to make a suggestion. 

Mr. Wineate. And subject to checking with whomever I should 
check, the Department of Commerce or ODM or whoever it is. If they 
are satisfied that I should give to you the figures you asked for, I am 
delighted to give them. 

Senator Morse. I was about to make this suggestion, and then I 
yield to counsel, and I want the advice of counsel on this; after I made 
the suggestion as to whether it is going to meet your needs because 
I want to be of assistance to you in getting whatever information we 
have to have to complete this investigation, and I was about to ask 
Mr. Wingate if we find, in the course of this investigation, that there 
are some data or there is some information that we need from Inter- 
national Nickel, if he would be willing to have us submit those re- 
quests to him in writing and have him answer them in memoranda, 
with those memoranda that we want to keep secret for the confidential 
use of the committee, if there is a good defense reason why they 
should be secret, and those that should go into the final record, in case 
there is no need for them to be secret, and thus avoid recalling him for 
further ee unless something develops where it is absolutely 
necessary to recall him. 

I think we ought to offer him the opportunity here today to sup- 
plement what he has to say here by written memoranda in light of 
any further developments at the hearing, or if we may need addi- 
tional data or information; is that satisfactory to counsel? 

Mr. Opom. Yes, sir. 

Mr. Noone. Yes, sir. 

Senator Morse. Would that be satisfactory ? 

Mr. Winaarte. It is entirely satisfactory. The only thought that 
occurs to me, if any information we have mentioned, has been re- 
ceived from a customer on a confidential basis, which might mean it 
was improper to turn it over, I would point out to you the reason 


why—— 

cen Morse. I am a great supporter of the doctrine of privacy. 

Mr. Winaarte. Yes, sir, subject to the obvious problem of privacy 
we see no reason why you should not have the same information we give 
to the Department of Commerce. 

Senator Morse. I will also give you the word of the committee that 
we will respect confidential information. If some confidential in- 
formation becomes vital to this problem, the solution of this problem 
before the committee, we will frankly tell you that. 

Mr. Wineate. I will tell you that if every customer knew exact] 
the amount of nickel his competitor was getting, each one would loo 
upon the other one with envy. 

Senator Morse. Counsel has prepared for me to ask you, Mr. Win- 
gate, three questions. 
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First, is it true that International Nickel Co. undertakes to supply 
nickel to companies developing new uses for nickel ? 

Mr. Wineate. Yes, in a sense. 

We have two nen We have one system which is designed to help 
small business, if new entrants come forward in the business and dem- 
onstrate that they have got a plant that is not a phony, they are going 
to have some kind of, let us say, operation like the customers that we 
normally deal with have, and we have never dealt with them before, 
we allot them a small quantity of nickel so they can go into it. 

We also have another one which we think of as experimental uses. 
If someone comes forward with, or if we think of, a new use of nickel 
that some day might become of some importance, we set aside, maybe 
500 pounds for something that is novel, experimental, new, with the 
thought that some day it may make a contribution. 

Senator Morse. Your last comment really answers the next ques- 
tion, but I am going to put the question for the record, and then 
you can reiterate your answer. 

What is the policy of International Nickel Co. relative to supplying 
the needs of new industries coming into being, such as new facilities 
for the production of stainless steel? Do you want me to repeat the 
question ? 

Mr. Wineate. No. I have the question. 

Our hope obviously, at the present time, would be that by the time 
such facilities were produced and prepared to operate, that the sit- 
anton would ease, and that we could take care of such a new steel 

ant. 

7 We feel that it would represent a very heavy burden on existing pro- 
ducers if we were to take steps to encourage and push others into 
building new facilities for stainless steel or ie anything. 

We certainly do not give promises that if new facilities are estab- 
lished that we will be able to provide the nickel. 

If, in spite of that, a company goes ahead and establishes a facility 
and it is in being and is a fact, we will then be faced with a very hard 
problem. Does justice or fairness permit us to take that nickel 
away, either from the whole of industry or does it permit us to take 
it away from the same segment of the industry, to make the new opera- 
tion possible ? 

We make no commitments in a case of this type. But, at the same 
time, I feel pentsotly certain that if plants do exist, are built, are 
standing ready to work in some area of the country, that there will be 
soem pressures on us to find some way of providing something 
to them. 

But, at the same time, the opposite pressures will exist that it is 
unfair to put such a new plant in the same position as other existing 
plants which may have been struggling along with big capacity, for 
pies there has not been ndeuaen adequate supply by the nickel 
industry. | 

I must say that some of the questions of that type are a little bit 
theoretical. People are, unfortunately, so frightened over the pros- 
pect of inadequate nickel supplies that they are not being so foolish 
as to go into a business which is dependent upon nickel. 

It is harmful to our future that that attitude exists. 

Mr. Sruurs. Have you heard, Mr. Wingate, about the Ford Motor 
Co.’s big new plating facility they are putting up to plate their 
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bumpers and bumper guards? The testimony was given here yester- 
day about that. 

Mr. Wrineate. I may have heard of it. I do not remember it now, 
as you mention it. 

I do know that one of the very large plating users came in to see me 
not long ago and he said: “If I were in your position I would be 
frightened to death. All of us are doing everything that we can to 
break away from the use of nickel for plating. We have for years, of 
course, been having inadequate plating. Maybe it has been a short- 
sighted policy because the product may last 1 year, whereas heavier 

lating taking over twice as much may last for more than 3 years. 

ut if I were in your position,” said he, “IT would be extremely alarmed 
at the inadequacy of the supply for plating, which is going to per- 
manently damage your business in that field, because when you are 
coming around knocking on the door needing that market, it is going 
to have succeeded in designing away from the use of nickel, or in 
adopting substitutes.” I could not help but agree with him. I am very 
much concerned about it. 

Senator Morse. Mr. Wingate, my last question: Are there any 
limitations on the use of nondefense nickel in Canada / 

Mr. Wrneare. There are no restrictions in Canada with the excep- 
tion of very effective restrictions which prevent people buying nickel 
in Canada for the purpose of reselling it in other markets. 

It is provided in Canada only if needed for a bona fide use there, 
rather than, let us say, making it into artificial intermediate forms and 
shipping it to the United States, or somewhere else, where it is really 
being sent to provide a form of primary nickel. 

Senator Morse. In view of that answer, your answer to that ques- 
tion, in your opinion, is there any basis for any criticism shade to 
our committee, that one of the results of your distribution policy is 
discrimination in favor of businesses in Canada to the disadvantage of 
businesses in the United States ? 

Mr. Wrnaarte. I do not think, sir, that it is to the disadvantage of 
business in the United States. 

It may be a discrimination, but I do not think, as a practical matter, 
there is any appreciable competition between the consumer in Canada 
and the consumer here. 

I do not think that a business opportunity that an American concern 
would normally have is being lost to a Canadian concern because the 
Canadian concern has the nickel. 

The paramount thought that I would like to leave with you on that 
problem is that Canada uses very little. 

We all could argue theoretically, that if the nickel available for 
civilian requirements in the United States is only equal to half of the 
requirements that the same ought to be true in Canada. 

The contribution of such a policy to the supply to the United States 
would be a drop in the bucket because of the very small take there. 

Mr. Struts. This could be true if we said all small plating shops 
could get all the nickel they wanted in the United States. This would 
also be a drop in the bucket ; would it not ? 

This morning Mr. McCoy pointed out the extremes of NPA during 
the Korean emergency, where they had such a floor, and they said it 
was a drop in the bucket to give these folks who needed up to a 100 
pounds a month all they needed. 

79098—56——12 
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Now, would you give the same answer to our committee’s question 
of should there be a guaranteed supply for all platers, say, up to a 
100 “Fg = a month if they needed it for their job shops 

r. Wrinaate. I have not thought enough about it to answer your 
question. 

I was just trying to do mental arithmetic here. I just reached 
for a figure that turned out to be more than a drop in the bucket, as 
I said to myself, “Suppose you allowed each of 3,000 platers a 1,000 
pounds. That would be 3 million pounds, and that would mean that 
they would be the largest users of nickel in the United States, if it were 
such a figure. 

I personally have to confess that I know much too little about the 
needs of the job platers to make an intelligent answer to your question. 

Mr. Sruurs. All right. 

Senator Morse. I certainly do not know a great deal about it yet; 
I will before we get through with the investigation if I start studying 
it; but let us go back to the Canadian situation again because I know it 
is a very plausible argument for an American businessman to make, 
and we have to provide an answer in our final report, based upon what- 
ever the facts are. 

What do you say to the argument, if I am a plater in the United 
States, “I guess I had better become a plater in Canada, because in 
Canada there is no control of nondefense nickel, and theoretically I 
can get all I want in Canada, so I had better open up my shop in 
Toronto and ergo, my Government, my country, in effect, is discrimi- 
nating against me in favor of better treatment that a plater would get 
in Toronto.” 

What are we going to say to that fellow ? 

Mr. Wiwnaate. I think, Senator, unfortunately we have not pro- 
grovenr nearly as far as we should on the removing of trade barriers 

tween countries. The tariff structures, as they exist, I would think, 
would give an American plater a negligible market opportunity for 
marketing his American-plated product in Canada, and vice versa, and 
therefore, the availability of metal in Canada does not, as a practical 
matter, permit the Canadian plater to seize a market of his American 
cousin in the United States. 

Therefore, this presents to me only the one problem: Would the 
American plater want to move out of his country and go up to Canada, 
having regard to the market possibilities in Canada, for the type of 
product he is making ? 

That certainly is a factor. Today, with Canada’s needs, there is a 
desire to have, and there are very strong efforts throughout the coun- 
try to build up, an expanding small manufacturing industry, and not 
be nearly as dependent as Canada has been on a few large basic indus- 
tries, such as pulp and aluminum, nickel and copper. The result which 
you suggest ane happen that they could tempt Americans to say, 


“Well, I will go into the business up there.” That is not a discrimina- 
tion against anyone here; it is just that the climate there is better. 
Now, the reason for it is simple. Here is Canada producing—we 
having, say, 65 percent of the world supply, and others up there having 
perhaps 15 percent of the world’s supply, all told 80 percent of the 
world’s supply, and all Canadians see this huge production, a natural 
resource in Canada, and it is awfully hard, and understandably so, as 
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a young, growing nation, for them to accept for themselves a rationing 
system which would deny the maximum possible growth within the 
country, particularly when they see that spreading the nickel that 
might be saved over the United Kingdom, over Germany, over Italy, 
over the United States, could give so little help to allefthem. Canada 
says that while theoretically this may be unfair as between nations, 
that since the nickel is ours, and a little is very important to us, and is 
of comparatively little importance to the world as a whole, that we 
are going to keep it. 

Senator Morse. Mr. Wingate, who in Canada determines whether a 
nickel consumer is a bona fide one ? 

Mr. Winaate. Well, the same as down here, the Government looks 
over our shoulders. If we do not respond to a buyer, he immediately 
goes to Mr. C. D. Howe, who formerly was Defense Minister and is 
now the Minister of Reconstruction, and lays the case before him, 
and if he has any doubts whatsoever as to our action, we hear about 
it rapidly. 

Senator Morse. I have no further questions. 

Do counsel have any further questions ? 

Mr. Noone. No, sir. 

Mr. Opom. No, sir. 

Senator Morse. On behalf of the committee, I want to thank you 
_very much for the record you have made this afternoon, and if we 
think we need to hear from you further, we will communicate with 
you, and I hope we can handle it all by written memoranda. 

Mr. Wrneate. I wonder, with your permission, Senator, if I could 
touch very briefly on a couple of things. I was looking over my 
notes here that I had in mind, and somehow they got lost. 

Senator Morse. You certainly may. 

Mr. Winaate. I have been saying to myself, of course, for months, 
and in thinking about what I might say coming here, what of a con- 
structive nature might I suggest. 

I have not any doubt that with more minds applied to the problem, 
that some improvement can be injected into the existing method of 
distributing nickel. ; 

We are working on it ourselves, and I am certain that somewhere, 
somehow, that we, for the part on which we are trying to cooperate, 
can improve it. 

But I feel at the same time that whatever improvements are pro- 
vided cannot represent major or very important contributions. 

Our basic problem is, unfortunately, inadequate supplies created 
because of two things: A booming economy, and very heavy defense 
requirements. 

“$o the question is since we are not going to cut down our defense re- 
quirements, they are going to be whatever our Defense people decide 
we require, what can be done on the subject of augmenting the supply ! 

Now, taking the long-term view, I have already suggested that there 
are certain things on which my company is extremely active, and 
where we hope to come up with the answers this autumn to help on 
the long-range picture, but that is the long-range one. 

It takes 4 to 5 years to get additional nickel produced, at best, at 
one place where we have already got a shaft down, perhaps 3 to 4 
years; and there are, of course, the programs that the United States 
Government is working on to stimulate production of nickel. 
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I have the feeling, taking the long-range view, that between the 
efforts which my company will put forward, other Canadian nickel 
producers will put forth, the efforts which still others will put for- 
ward stimulated and encouraged by the Government, we are goin 
to find 4 or 5 years from now there is going to be a lot more nickel. 

That does not help our plating friends now. It does not help the 
10,000 customers of our Huntington Mill, who, today, if they place an 
order on us have got to wait 18 months because our mill is rationed 
just as rigidly or more than anyone else. So we have to ask ourselves 
what supply is there in the immediate offing which might come to the 
rescue or at least partly to the rescue. 

Now, there are only two important pieces of supply that could come 
to help the market, and I am sure that the availability of these presents 
problems which the Defense authorities, the Department of Commerce, 
and ODM, have been puzzling with and struggling with most sympa- 
thetically. The first is, is this Government going to be able to offer to 
the public the 20 million additional pounds of nickel which this Gov- 
ernment is going to produce in Cuba beginning January 1 of 1957, 6 
months away ¢ 

A substantial additional production is coming at that time, and I 
suggest before that time the problem should be resolved, is it more 
important that that go into our stockpile? Maybe it is. Is it more 
important that it should go to aid the civilian economy ¢ 

I think the quicker that industry, small business, everyone can be told — 
what the Government’s expectations are as to the disposition of this 
large supply, the better—this would be a great psychological help, 
and would be helpful in the planning of all concerned. 

Whatever the Government says about its intentions, of course, has 
to be subject to whatever international developments occur; but it 
would be of great comfort if the Government, on balancing these con- 
flicting considerations affecting us, could come to the conclusion that 
it is to be made available and the Government would say so publicly. 

Senator Morse. I am very glad you raised that point. twill be 
very brief, but I want to make a very brief comment as a member of 
the Foreign Relations Committee, and that is we ought to look into 
the question that you raise to see to what extent, if any, the nickel 
aid program that we are operating in Cuba is an economic aid pro- 
gram to Cuba or a defense need program for the United States. 

I am for economic aid to Cuba, and I certainly have demonstrated 
by my record that I am for a defense program for America. 

But I think we ought to keep our objectives clearly in mind, and 
if part of that Cuban program is an economic aid program for Cuba, 
and we are aiding here by putting into our ye ne 3H nickel that we 
may need some time in the future, but some of which we could dis- 
pense with now in commercial channels, then I think we had better 
think there is some economic aid to American small business that 
should be given at the same time we are thinking of economic aid to 
Cuba, and I do not know the answer. But you have raised a ques- 
tion to which we must obtain the answer. 

Let me say on this record that it is essential that those in char 
of our stockpile program show cause for the maintenance of the stock- 
pile at its present level, even though by maintaining that stockpile 
they are being of economic assistance to friendly nations. 
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The implication of the point you raised, Mr. Wingate, has some very 
interesting ramifications, because I have heard that discussed in some 
circles, and it may be that we are putting into our strategic mineral 
stockpiles certain quantities of strategic minerals not really vitally 
essential at the present time, in view of foreseeable international con- 
ditions, for defense purposes, particularly if we can keep, shall I say, 
the pee constantly full of those minerals coming to our country. 

I have listened to representations to the effect that. we are not suf- 
ficiently separating economic aid from needed military stockpiles, if 
I make my point clear. 

Mr. Winaare. Yes. 

Senator Morse. I am glad you raised that point because I do not 
want to overwork these fellows on my right and left here, but again 
I want them to press forward on this because I think it is possible— 
that is all I am going to say—that it is possible that there can be this 
increase in supply of nickel for American small business, such as the 
platers, by at least making the people in charge of our stockpile show 
cause as to whether or not it is untouchable for this very short period 
that you talk about, 2 to 3 years, at the end of which new supplies 
through your organization and similar organizations may be available 
in increased quantities. 

Mr. Wrnaate. There is also the related second problem, as that 

roblem is being considered, as to whether the Government would find 
it possible to discontinue taking into the stockpile the quantities which 
are now going into the stockpile. 

The Government has given tremendous help by the announcement 
which it made recently that it was going to divert from the stockpile, 
I think it was 20 million pounds a quarter for the third and fourth 
quarters of the year. 

This is the first time that, for a substantial period ahead, either we or 
industry has known what the Government’s forward intentions were. 

But in addition to these diversions there is an appreciable quantity 
of material still moving into the stockpile, and I would hope that as 
progress is made on such new production programs as I am talking 
about—we may have the answer in the autumn—and on the parallel 
activity of this Government in stimulating new development, it 
might be possible to come to the conclusion that at least temporarily 
the Gov ernment could forego taking in any nickel at all into the stock- 
pile. 

What it is taking in, I assume, in terms of stockpile standards, might 
not be very large, but in terms of consuming standards and available 
civilian supplies, it could be of very large significance. 

Senator Morse. Anything further, Mr. W ingate ? 

Mr. Wrveate. One thing you said brought an idea to my mind on 
this business of economic help. 

I have been a little unhappy over the fact that, as a practical matter, 
the nickel that is moving in from one foreign country, Cuba, ese: upes 
a duty in the United States, and the nickel which moves in from a 
country which, I suggest, is quite as closely bound to the United States 
as Cuba, if not more so, commands a duty. 

I would hope in this atmosphere where all of us are seeking to re- 
move every possible obstacle to the production of nickel wherever it is, 
that the Gov ernment could get rid of the absurdity of having a light 
duty on nickel coming in from Canada. 





170 SUPPLY AND DISTRIBUTION OF NICKEL 


I think most people do not realize it exists, but it stands there as a 
threat of favoring one area where the techniques are such that they 
can only produce it in a duty-free form, whereas in Canada the whole 
intention has been to make it in the most usable form, which happens 
to catch a duty. 

Senator Morse. Again I thank you very much for some very, very 
helpful testimony. 

Mr. Wineate. Thank you, Senator Morse. I appreciate the oppor- 
tunity to testify. 

Senator Morsg. We are very glad to have you, indeed. 

The next witness will be Mr. Arthur Flemming. I know of no 
better witness to call to pick up where you have left off. 

We are now going to listen to a man who, I think, probably knows 
more about the stockpile situation than any man in the Government. 

Mr. Flemming, it is always a pleasure to have you before the com- 
mittee and, as usual, after you have identified yourself to the official 
reporter, you may proceed in your own way. 


STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION 


Mr. FLtemmine. Thank you very much, Senator Morse. 

May I say that I have appreciated very much having the oppor- 
tunity of listening to the testimony that Mr. Wingate has offered, and 
I will be very glad to pick up at that particular point. 

Senator Morse. May I say, I think it would be helpful to you if we 
give you advance notice that the only two questions that at the 
present moment, at least, we are concerned about, so far as the Office 
of Defense Mobilization is concerned, you may revolve your testimony 
around them, are as follows: 

The first is, will you give us your views as to the responsibility of 
your agency with respect to allocation of nondefense nickel; and the 
second, what is the short-term and long-term outlook for increased 
production of nickel for nondefense use ¢ 

Mr. Fiemmine. Senator Morse, I will be very glad to respond to 
those questions and will give just a little additional Rackaercesh which, 
I think, may be helpful to the committee, particularly in the light of 
the discussion you have had this afternoon with Mr. Wingate. 

One of the primary responsibilities of the Office of Defense Mobili- 
zation is to assure the availability of adequate quantities of strategic 
and critical materials for defense purposes during times of emergency. 

During the period of hostilities in Korea the Government, through 
various forms of financial incentives, stimulated a broad expansion 
of nickel production which has or will ultimately result in an addi- 
tional United States availability of 128 million pounds of nickel 
annually. 

Then I have included, Senator Morse, in my testimony just a brief 
summary of the companies that receive the assistance, and the nature 
of the assistance that was given them by the Government. 

(The information referred to follows :) 
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Probable mavimum 


{Million pounds} 


Company | Annual Incentives 
| deliveries 


Flaconbridge Nickel Mines, Ltd. (2 contracts) ............- 18 | Premium prices, advance against 


| 1 contract. 
Hanna Nickel Smelting Co 18 | Premium price, advance against 


contract tax amortization. 
International Nickel Co 24 | Premium price 


Sherritt Gordon 18 | Long-term market price contract 
| for 10 million pounds per an- 
num. 
| Government operation. 





Mr. Ftemmine. I might say if you or counsel desire me to supple- 
ment that information in terms of giving you more details as to the 
assistance as has been given the companies, of course, we will be very 
happy to do so. 

Senator Morse. I appreciate that. 

Mr. FLemmina. It is clear that had it not been for this Govern- 
ment-sponsored expansion program, the current shortages for civilian 
use would be considerably more severe. 

Removal of controls: 

Even after the termination of hostilities in Korea the supply of 
nickel was not adequate to meet both our continuing defense require- 
ments and normal civilian demands. 

Thus for some period after the Government had terminated prac- 
tically all of its materials controls, nickel was kept under Govern- 
ment allocation. 

The Department of Commerce, however in July 1953 at the request 
of representative segments of the nickel-consuming industry, recom- 
mended to ODM that the controls on nickel distribution and use in 
the civilian economy be removed. 

The Office of Defense Mobilization thereupon authorized on Octo- 
ber 5, 1953, the discontinuance of controls on nickel distribution and 
use in the civilian economy. 

At that time I filed a memorandum with the Joint Committee on 
Defense Production setting forth my reasons for taking such action. 

That memorandum reads as follows: 


MEMORANDUM FOR THE FILES 
OcToser 5, 1953 
Subject: Nickel decontrol 

The Department of Commerce, on July 29, 1953, proposed the removal of 
controls on nickel distribution and use in the civilian economy. The proposal 
specifically reserves for continued operation the controls necessary to meet 
military and stockpile requirements. It is the purpose of this memorandum 
to review considerations which have led me to approve the proposal of the 
Department of Commerce, including the facts as known and the applicable law, 
the device of informed groups and the understandings reached as to future op- 
erations both within and without the Government. 

Existing controls on the distribution and use of nickel are extensive. Under 
NPA Order M-80 and related schedules, the use of nickel is controlled quantita- 
tively ; the industrial user is limited in the amount of the material which he 
may process and in the use to which he may put that limited amount. Cigarette 
lighters, hair curlers, letter boxes, and door knobs, for example, may not be 
nickel plated. Except for users of very small quantities, application must be 
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made to the Government for permission to deliver or accept delivery of primary 
nickel. 

The basic justification for such detailed controls as those presently existing 
needs to be stated. In time of full mobilization the national economy is sub- 
stantially reoriented to production for war, and under such circumstances the 
Government must take responsibility for providing a substitute for the normal 
operation of what are called the economic laws. At the present time there 
is no such disruption of markets and supplies as occurs in time of war. The 
reasons for controlling nickel during the last several months have been special 
and specific. They originated with the necessity for assuring supplies of nickel 
to the current military program, Atomic Energy Commission program, and 
stockpiling program. Provision of these national defense requirements has left 
a balance of supply substantially less than the balance of demand. The Fed- 
eral Government was obliged to provide for the national defense and in doing 
so it created a shortage of nickel for which it had to accept responsibility. To 
the extent that Government action may relieve or assuage the hardships and 
dislocation resulting from such a shortage, the Government has a duty to act. 

This concept of governmental responsibility in time of limited emergency is 
well expressed in the Defense Production Act as most recently amended. In 
section 101 the President is authorized to require preference in the performance 
of contracts and to allocate materials where necessary to promote the national 
defense. On this authority there is imposed the restriction that “the powers 
granted in this section shall not be used to control the general distribution of any 
material in the civilian market unless the President finds (1) that such material 
is a scarce and critical material essential to the national defense, and (2) that 
the requirements of the national defense for such material cannot otherwise be 
met without creating a significant dislocation of the normal distribution of such 
material in the civilian market to such a degree as to create appreciable hard- 
ship.” 

A justification for the decontrol of a shortage material must, of course, speak 
in these same terms. It is not anticipated that the supply of nickel will be 
adequate to meet total demands for many months. It is not argued that the 
shortage will fail to cause dislocation and hardship. There is dislocation and 
hardship under the present allocation and use controls, and the essential premise 
of decontrol is that the continuance of the controls will not serve to relieve or 
assuage that dislocation and hardship. In other words, at times like this it is 
not enough, to justify continuing controls, that national-defense requirements 
create a shortage; it must also be true that the difficulties which flow from the 
shortage will somehow be eased by the continuance of the controls. 

There is the obvious danger in undertaking decontrol that dislocation and 
hardship will be increased. It is to that possibility that our attention is first 
drawn by the decontrol proposal. The less apparent but more serious danger is 
that the Government’s first responsibility, the national defense, will not be ade- 
quately provided for. Both of these possibilities must be covered in the decision 
here being made. 

Compelling among the considerations favoring decontrol is the fact that com- 
petition in a free market is a major factor in the maintenance of a strong and 
dynamic economy. We have ample evidence that a controlled economy, with the 
best of intentions and the highest skills, is not likely to prosper. In an emer- 
gency controls can save an economy but if long continued, they are almost cer- 
tain to stifle and warp it. There is therefore, a burden of proof upon the pro- 
ponent of continuing controls to establish clearly and persuasively that distribu- 
tion of the shortage material in a free market, under present circumstances, will 
be less effective or less equitable or less orderly than Government distribution to 
a degree that will aggravate existing dislocations and hardships. 

The steel industry in the United States consumes nearly one-half of our total 
nickel supply. It is therefore particularly significant that the task group of the 
Steel Products Industry Advisory Committee in its second supplement to Report 
and Recommendations on Decontrol recommended that all controls on the dis- 
tribution and use of nickel in the civilian economy be discontinued on September 
1, 1953, and that national-defense programs be supported and protected by pref- 
erence ratings and production directives. 

There is also evidence that industry comprising the second largest class of 
nickel users, the makers of nonferrous nickel alloys, favor a similar decontrol. 

The nickel-plating industry is on record, through its advisory committees, as 
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favoring the discontinuance of end-use restrictions, and at least 
of the industry have recommended the discontinuance of all 
than for national-defense contracts. 

The Small Business Administration has advised the Department of Commerce 
by letter that it believes the present restrictions on end use 
many small concerns to serious handicaps. The Administration states it to be 
“unfair to our own business community to continue controls while their foreign 
competitors are free to sell in our markets the articles our companies are 
forbidden to manufacture.” 

The International Nickel Co., which supplies 80 percent of the nickel 
sumed in the United States, has advised the Secretary I 
taking care preferentially of the military and AEC requirements the balances 
of our nickel as reported quarterly will be distributed to the civilian economy 
in a fair and equitable manner.” Further in response to the Secretary's concern 
over possible price increases resulting from unrestricted civilian demand, the 
company advised that “as far as our own prices are concerned, the record speaks 
for itself.” That record, over the last 25 years, 


some elements 
allocation other 


are subjecting 


con- 
of Commerce that “after 


shows a gradual increase 
from 35 cents per pound in 1929 to 60 cents per pound in 1953, a rise of Tl 
percent. During the same period the Bureau of Labor Statistics index of non- 
ferrous metals generally rose 70 percent. 

Generally, it can be said that the elements of American industry most directly 
concerned, or their representatives, have expressed the feeling that under present 
circumstances the continuance of Government distribution 
result in a distribution more effective, more equitable, or 
can be accomplished in the open market. 

It is not illogical to expect that supplies of nickel made available to the United 
States will increase upon the removal of end-use restrictions. This country has 
long used over two-thirds of the free world’s supply and as the producing in- 
dustry’s best customer its demands can be expected to find willing attention. 
While it is not possible to insure a continuing or increasing supply at reasonable 
prices, the probability is not less than that upon which businessmen daily rely 
in making forward commitments. 

With respect to military and Atomic Energy Commission requirements, the 
International Nickel Co., as above noted, has indicated that it will give such 
requirements preferential consideration. This commitment, plus the authority 
conferred on the executive branch under the Defense Production Act, assures 
our ability to take care of the military and AEC needs. 

In a classified supplement to this memorandum there is a table showing mini- 
mum stockpile acquisitions which must be made in the future. The Govern- 
ment has agreed on a program of regular purchases that will assure our meeting 
the schedules. This agreement will be adhered to even though it may be 
necessary to make slight reductions in the present availability to the civilian 
economy, although reductions in military requirements and increases in supply 
will probably make this unnecessary. 

Notice of this decision may be released publicly and appropriate amendments 
to order M-80 and Defense Production Order 1 shall be made effective on the 
earliest date practicable. 


controls will not 
more orderly than 


ArtHur 8S. FLEMMING, Director. 

Unanticipated—going over to the Korean situation—increased de- 
fense requirements during the past year and a half would have greatly 
aggravated the present shortage were it not for substantial diversions 
from shipments scheduled for the Government; and those shipments, 
of course, would have found their way into the strategic stockpile. 

The following table sets forth the diversions authorized up to the 
present time, and there you see the start in the first quarter of 1955 
of 314 million pounds for that year, with a total for the year 1955 of 
29,950,000 pounds; and then the first quarter of this year we started at 
13,800,000 pounds and, as you can see, we have gone up to 20 million, 
so that the total for 1956 will be 74,300,000 pounds. 
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(The table referred to follows :) 


Diversions—Including normal Nicaro sales 


1955 1956 
Pounds Pounds 
10% AROROR.«. aiiciamuimiicm 3, 500, 000 | Ist quarter___._.___.________ 13, 800, 000 
rn aa 6, 500, 000 | 2d quarter___.____________ 20, 500, 000 
NI 5. Lin cntecasinicesa cies 7, 750,000|3d quarter__.._._.________ 20, 000, 000 
4h. CD80 lai cn eees 12. 200, 000 | 4th quarter_______-________ 20, 000, 000 
eer 29, 950, 000 Steg ice a: 74, 300, 000 


In spite of the increase in defense requirements for the current 
mobilization program, these diversions have resulted in slight in- 
creases in the amount of nickel available to the civilian economy. It 
should be noted, however, that the amount available for the civilian 
economy is still below the pre-Korean level. 

We have continued throughout this period, however, to acquire 
substantial amounts each quarter for the stockpile. ; 

It has been possible to authorize diversions of nickel that would 
otherwise have gone into the stockpile without jeopardizing our 
security position for the following reasons: 

1. Increases in available eenoly have made it possible for us to reduce 
our stockpile objective. 

I might add there, parenthetically, Senator Morse, as you know, the 
stockpile is figured on the basis of a 5-year emergency so, consequently, 
in this case every time another pound of additional supply becomes 
available on an annual basis it is possible for us to reduce the stockpile 
objective by 5 pounds, in that ratio. 

Then the second reason is that whereas, in October 1953 we had 
in the stockpile only 15 percent of our objective, today we have on 
hand almost half of our objective. 

We are now, however, in the process of recomputing our mobiliza- 
tion requirements. The increase in the requirements for our current 
mobilization program indicates that, in all probability, there will be 
an increase in the thabilieetion requirements; that is, there is an 
increasing use of nickel on the part of the military. 

This increase will have to be taken into consideration in making 
future determinations relative to diversions. 

The fundamental problem faced by both Government and industry 
is that there is not enough nickel available to the United States market 
to satisfy the actual total demand for defense and nondefense purposes. 

The basic solution to the problem is to bring into production addi- 
tional sources of supply. 

On May 17, 1956, I authorized the granting of Government financial 
incentives to bring about a further expansion of nickel production to 
440 million pounds per year. , 

As you know, under this program the available nickel supply for 
civilian and defense use, including the national stockpile, would be 
140 million pounds above the aes annual supply and 60 million 
pounds over the previous goal of 380 million pounds. 


Of course, I might also say here if we should realize that particular 
objective, that likewise would have a major effect in determining what 
the stockpile objective should be. 
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To achieve the revised goal, two types of Government incentives are 
being authorized by ODM: 

1, Rapid tax amortization under which a portion of the total invest- 
ment of private industry in new or expanded facilities may be amor- 
tized in 5 years rather than at the normal rate, and 

2. Government purchase contracts. 

Under the latter incentive, the Government is willing to enter into 
long-term contracts for the purchase of specified amounts of nickel 
from new sources of supply at current market prices. 

However, this program will not provide any immediate relief be- 
cause of the 2 to 3 year lead time required to bring into production new 
sources of supply. 

Since November 1953, as I have already indicated, the Government 
has not exercised any control over the distribution and use of nickel 
except to the extent of assuring the availability of adequate supplies 
for ledenit and AKC orders. 

Although the ultimate responsibility for the exercise of the priori- 
ties and allocations authority rests with the Office of Defense Mobili- 
zation, we look to the Department of Commerce for the actual allo- 
cation of nickel for defense and AEC orders. 

The Department of Commerce through the Business and Defense 
Services Administration has advised us that thus far their investi- 
gations have indicated that only an insignificant portion of the nickel 
allocated for defense purposes has been misapplied. 

The Department of Commerce has a strict and explicit regulation 
which prescribes what disposition is to be made of allocated nickel 
which is found to be in excess of defense needs. Any person who re- 
ceives nickel in excess of the requirements of his defense orders may 
dispose of such amounts only in accordance with directions from the 
Department of Commerce. 

Violation of this regulation carries with it criminal penalties. Any 
cases involving a violation of this regulation should be vigorously 
prosecuted. 

Since the lifting of controls on the distribution of nickel in the 
civilian economy, the Department of Commerce, through the Busi- 
ness and Defense Services Administration, has maintained close 
liaison with the suppliers of primary nickel. You have received a 
report from that Department relative to current distribution practices. 

I understand that was the substance of the testimony this morning. 

Although liaison has been maintained in this manner it should be 
emphasized that the Government has made no effort to adjudicate 
conflicting claims within the civilian economy for nickel. Any effort 
to do so would represent a step in the direction of controls. 

For example, the Government might be impressed with the case 
made by a claimant. It might indicate to a producer that it was im- 
pressed with this claim. The producer might act. If he did so, he 
would be reducing the supply available to other claimants. These 
other claimants would then present their cases to the Government. 
The Government, in all fairness, would have to look at their claims. 
If it decided that one of the new claimants had established a case for 
different treatment than it was receiving, it would find itself in a 
position where, in all fairness, it should so indicate to the producers. 
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The Government would then be in the business of controlling the 
distribution of nickel within the civilian economy in an informal 
manner. 

Mr. Srvuts. Excuse me, would you like to finish before we ask 
questions ? 

Mr. Fiemmine. Yes, I would appreciate it. 

Formal control over the distribution of nickel in the civilian econ- 
omy would bring a great many liabilities in its wake. Informal con- 
trols would create even more serious liabilities. If we are going to 
have controls, they should be formal controls so that everyone knows 
the rules of the game. 

Under our free enterprise system, however, we do not believe that 
controls on nickel for civilian purposes can be justified in the current 
situation. 

We believe that if controls were reimposed, no benefit would accrue 
to the nickel-consuming industry or to the economy as a whole. 

The available supply of nickel would not change. 

There would be a substantial shortage. 

Since controls would be imposed under a defense authority, namely, 
under the Defense Production Act, there would be inevitable pressures 
for a larger share by industries claiming to be defense-related, and 
demands for prohibiting the use of nickel for purposes that did not 
have a relation to defense. 

In other words, a system under which the Government would be pro- 
hibiting the use of nickel for certain purposes or specifying the amount 
of nickel that could be used for other purposes would be inevitable. 

The use of substitutes for nickel in these areas where the use of 
nickel is prohibited or would be prohibited could bring about the 
loss of normal markets and as a matter of equity this situation could 
result in demands for imposition of controls on other materials. 

Further, the burden of filling out the inevitable Government forms 
that are an inherent part of the administration of controls would not 
be welcomed by industry. 

While all of this was going on we would still be faced with the fact 
that the demand for nickel is considerably in excess of the supply. 

It is recognized that in the face of a rapidly expanding economy 
during the past years the restricted supply of nickel has worked a 
very real hardship on civilian users of nickel including not only platers 
but other segments of the nickel-consuming industry, particularly 
where the nature of their business is such that they do not have sub- 
stantial amounts of defense orders. 

However, I would like to reiterate that in my opinion the reimposi- 
tion of controls on the distribution of nickel for civilian purposes 
would not cause any substantial improvement in the situation. 

I might say right at this point that during 1956, during the course 
of the year, 13 million pounds additional, approximately 13 million 
pounds additional, will be available for both defense and non-defense 
purposes, that is, as compared with 1955—and in 1957, again as com- 
pared with 1955, about 34 million pounds additional will be available 
for distribution, the bulk of that coming from the expansion of the 
Nicaro project to which Mr. Wingate referred. 

Now, the question, of course, of how much of that is really going to 
go into defense, including stockpile, and how much into nondefense, is 
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a question that cannot be answered easily at this time, and probably 
should not be answered at this time, because as I have indicated, we are 
faced with a situation where there has been an increase, and a rather 
sharp increase, in the current military take of nickel. 

That, in turn, has put us back to work again on the development of 
the mobilization requirements figure, because we feel that some of the 
factors that have resulted in an increase in the current take are factors 
that may very well represent or would represent an increased demand 
during a mobilization period. 

At least we have got to find that out. 

Until we find that out we will not be in a position where we can make 
any statement, any definite specific statement, as to just how this in- 
creased production from Nicaro will be handled. 

Outside of the increases to which I have referred it is, of course, not 
possible to predict that there will be any marked improvement in 
the present nickel situation until our new expansion program brings 
in additional production. 

I would like to assure you, Senator Morse, and the other members 
of the committee, that the Government will continue to exert every 
reasonable effort to ease this situation whenever it can without unduly 
jeopardizing our defense objectives. 

Senator Morse. You started to ask a question, Mr. Stults. 

Mr. Srutrs. One question, Dr. Flemming: The last time you ap- 
peared before this committee was back in February, and we were talk- 
ing about machine tools. 

At that time it appeared that we were going to start fighting a 
90-day war as far as machine tools are concerned. 

It appears in the stockpiling for nickel we are fighting a 5-year war. 
is there any nice, easy, simple explanation of these two wars ¢ 

Mr. FLtemmine. Well, Senator Morse and counsel, I think I should 
say now what I attempted to say at that time. 

In developing our readiness plans, we assume the possibility of gen- 
eral mobilization without an attack on this country. 

There could be localized, so-called localized, hostilities in which we 
might be involved, which could very easily carry us into a period of 
general mobilization. 

Consequently, in determining mobilization requirements, that possi- 
bility has to be taken into consideration. 

Of course, we also plan on the assumption that there can be general 
mobilization accompanied by an attack on this country. 

We assume that in all probability the first phase of such a war would 
be fairly short in duration; but we also assume the ability of our 
country to get back on its feet and move into a second phase, and we 
must take into consideration what the requirements might be of a 
second phase, as well as the requirements that we would be up against 
during the first phase. 

So that there really is not any easy answer. 
it is both/and. 

Mr. Struts. Thank you; that is all, Mr. Chairman. 

Senator Morse. Counsel, do you have any questions! 

Mr. Noone. I would like to refer to the questions the chairman 
asked at the outset, Dr. Flemming. 

Mr. FLemmine. Yes, 


It is not either/or; 
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Mr. Noone. What are your views as to the responsibilities of your 
agency with respect to the allocation of nondefense nickel and the 
policing of the system of distribution on nondefense nickel ¢ 

Mr. Raines Well, I think, Mr. Counsel, in my statement here 
that I had made our position rather clear. We do not have any system 
of control, Government control, over the distribution of nickel for 
nondefense uses. 

Mr. Noone. I understand. 

Mr. Fiemmine. And, consequently, I do not think that the Govern- 
ment should make any effort to inject itself into a picture of that kind 
in what I referred to in my statement as an informal manner, because 
when that happens not everyone understands what the rules of the 
game are. 

I appreciate the fact that the question of whether we should re- 
impose controls or not is a debatable question and on which people 
can very sincerely differ. 

But, as far as the present situation is concerned, we have not au- 
thorized the imposition of any system of control in connection with 
the distribution of nickel for nondefense purposes. 

Mr. Noon. I understand that. 

But don’t you feel that the Government has a responsibility to 
insure the fair and equitable distribution of nickel, both for defense, 
meeting defense needs, and then the fair and equitable distribution of 
nondefense nickel 

Mr. Fiemmine. Let us take the first part. I mean distribution for 
defense purposes: There we do have a defense-materials system, and 
a system under which defense and AEC requirements are protected. 

I feel that the Government has got a definite obligation to make sure 
of the fact that what is allegedly being used for defense and AEC 
requirements is actually being used for defense, and personally I do 
not care how minor the violation or how large the violation, I think 
that if it can be established that people are taking material, nickel on 
the statement—I mean taking it for what are supposed to be defense 
purposes, and are using it not for defense purposes, they should be 
prosecuted under the law. 

That part of it is clear to me. I think the Government has got a 
clear responsibility. 

But when you move over into the other area, the distribution in the 
civilian economy, the Government lifted its controls, took them off. 

I know of no way whereby the Government can guarantee an equit- 
able distribution of a commodity, I mean guarantee it, insure it, that 
there is such an equitable distribution which has taken place, except 
by formal controls. 

The fact of the matter is, I think, that is the only way the Govern- 
ment should attempt it, because otherwise you get an informal system 
of controls over against a formal system, and if I have to have any- 
thing to do with a control system, I want it formal, I want it under 
rules and regulations, and with everything right oft on top of the 
table, so that any claimant who feels that he is not being treated in an 
equitable manner can come in and state his case and get a hearing 
and get a decision on that case. 

Mr. Noone. We heard rather elaborate testimony from represent- 
atives of the Department of Commerce and BDSA this morning to 
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the effect that they do audit the books of the primary producers and 
the distributors to the plating suppliers to insure an equitable dis- 
tribution of nondefense nickel. 

Mr. FLtemmine. Of course, I did not hear the testimony, but let me 
say this: From everything I understand about the operation in the 
Department of Commerce, I do not feel the Department of Commerce 
is adjudicating claims for nickel as between conflicting claimants. 

Mr. Noons. Then what is the purpose of their audit system? 

Mr. Fiemmine. In the first place, as a result of its audit system, 
it is getting the kind of basic information that I think the Govern- 
ment ought to have in a situation of this kind, because, let us assume 
that the Government at any time was giving consideration of moving 
into a formal control system; it certainly ought not to move without 
having the kind of basic information that the Department of Com- 
merce is getting as a result of its audit. 

As I understand the basic law under which the Department of Com- 
merce operates, it has got an obligation to keep in touch with situa- 
tions of this kind, particularly from the standpoint of the impact on 
small business. 

As I understand it, that is what they are doing; they are performing 
that kind of a function. 

But their basic law does not give them the authority to step in and 
say toa producer, “This isthe way you should do it.” 

Mr. Noone. I gather it is your position then that the Government, 
having dropped controls on civilian uses in 1953, has no further re- 
sponsibility or interest in the distribution of nondefense nickel; is 
that correct ? 

Mr. Fiemmrine. I will accept your term “responsibility,” but not 
“interest.” 

I mean, just as this committee is, I think, taking a very legitimate 
and fine interest in this particular problem, I think the executive 
branch, by all means, should have an interest in the problem, and 
should be aware of the exact boundaries of the problem, and should 
be constantly reviewing in its own mind what it can do to help the 
situation. . 

Mr. Noone. But is that only for the purpose of compiling statisties 
in anticipation of possible reimposition of controls? 

Mr. Fremminec. No. I mean, for example, control under present 
conditions is a negative approach to the situation. 

The only positive approach to this situation is to do our level best 
to get additional sources of supply. 

Now, it seems to me that the kind of information that the Depart- 
ment of Commerce is getting as a result of its very careful audit of 
the situation is the kind of information that lays an excellent founda- 
tion for the Government’s deciding to offer incentives in order to 
accelerate the development of additional sources of supply. 

I mean, I feel we must have an interest in it, and we must live with 
it and try to come up with programs that will alleviate what I cer- 
tainly think is a very serious situation because of and from the stand- 
point of the economy as a whole. 

Mr. Noone. But pending the development of additional sources, I 
take it that it is your position that the Government has an interest in 
the distribution of nondefense nickel, but no responsibility to see that 
the system is equitable; is that correct ? 
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Mr. Fitemmine. Under present conditions, as I have indicated here, 
weighing all of the factors, the liabilities and the assets that go along 
with the reimposition of control, I do not feel that the Government 
should reimpose controls, and in my judgment that is the only way the 
Government can effectively accept responsibility for the distribution 
in the civilian economy. 

Mr. Srvuvts. Is this true even though the Government is a substan- 
tial producer of the material itself, and even though these decisions, 
which you call informal—you listened to Mr. Wingate say he makes 
them every day continually ? 

Mr. Fiemmine. That is right; but he is not making them as the 
United States Government. I mean, he is making them as—— 

Mr. Sruurs. That is right. 

You feel that it is better for the United States Government to have 
Mr. Wingate make them than for Mr. Weeks to make them ? 

Mr. Fiemmine. What I go back to is to balance all of the liabilities 
and the assets that are involved in the reimposition of controls—what 
the balance is, in my judgment, from the standpoint of the civilian 
economy. And in my judgment, it is better for us not to reimpose 
controls. 

Now, you did, however, suggest one other thing that I want to make 
clear. 

The Government is in the business of producing nickel, and I do 
feel that the Government has got a responsibility to make sure that 
what National Lead does as the agent for the Government is equitable. 

There is not any question in my mind about that at all. I mean, 
we cannot hide behind the fact that we have got an agent who is, in 
effect, representing us. 

Senator Morse, as you probably know, National Lead operates 
Nicaro, and then also functions as a distributing agent for the Gov- 
ernment under the general supervision of the General Services Ad- 
ministration. 

Now, as far as anything that National Lead does, the Government 
has got a responsibility and should accept that responsibility. 

Mr. Sruurs. Would that go so far, Doctor, as to take a hypothetical 
case, if it was determined that the plating industry was not getting 
enough nickel that some sort of a deal should be made whereby—and 
here we know that National Lead output does not go to platers—but 
should the Government take steps to swap some of the Nicaro produc- 
tion and put it into the plating industry # 

Mr. FLtemmine. No, I do not think you can get at it that way because 
if you did the Government would be right back in the control picture. 
It would be deciding as between conflicting claims. 

However, some of the representatives of the platers were in to see 
me not long ago, and I asked them whether they had talked with 
National Lead about their problem, and they indicated they had not. 

I suggested that they do it, and I said I would be oo inter- 
ested in the kind of a response they got, which I would be. 

Where that leads to, I do not know, frankly. I mean, that is some- 
thing that we will just have to have developed. But I do fee] that 
the Government has got an obligation to make sure of the fact that 
National Lead, as its agent, does not just act in an arbitrary and capri- 
cious manner in the way in which it distributes nickel at any one time. 
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Senator Morse. I would like to present a problem, Doctor, really 
in the form of a hypothetical problem, I think. 

I certainly can go as far with you as I can in avoiding the reestab- 
lishment of Government controls in any field of our economy, and yet 
this problem puzzles me from the st: andpoint of this hypothetical. 

Mr. Wingate testified here, I thought very ably, with respect to the 
problem of International Nickel Co. in dividing up its total amount 
of nickel between defense purposes and civilian purposes, with the 
defense purposes necessarily having to be satisfied first. 

Then we come to the nondefense supply, and he testified that they 
apportioned it out among seven suppliers. He is not aware of the 
distribution of those seven suppliers, but he takes it for granted that 
they are following a distribution program that is fair and equitable, 
at least he thinks | they ought to on the basis of past practice, and he 
would be surprised if they were not, and he would be concerned if 
they were not. 

Now, if it was not for governmental activities, Mr. Wingate would 
not have a problem of distribution. 

Mr. Fremminea. That is true. 

Senator Morse. Such a serious one anyway. 

He probably would be out trying to sell his nickel to commercial 
users, and his supply, at least, would come a little closer to demand 
than it does at the present time, with a Government program. 

So it is the Government program, in a very real sense, that creates 
part of our problem. 

It is the Bicverninent program that creates part of the problem of 
the representatives of the platers sitting in this hearing room at this 
moment. 

The Government is the cause of a very bad economic effect on private 
business in our country. 

Now, I submit that what Mr. Wingate is doing, what the Inter- 
national Nickel Co. is doing, is adopting a distribution formula or 
program, and it has a great effect on our domestic economy, it is 
economic life or death to these platers, although he has not anything 
to do with the platers—he has only to do with the supply houses—and 
they, in turn, once removed from Mr. W ingate, follow a distribution 
program. that these platers tell the committee is putting them out of 
business in some instances. 

Now, without the reestablishment of the type of controls you have 
testified to, and I liked your testimony, I recognize that the paperwork, 
the redtape you have talked about, the seeming Government fune tion- 
ing as an economic policeman, and our desire to keep as far away 
from that as possible in a free economy, I appreciate all that, 
but does not the Government, on the other hand, have a responsi- 
bility through just such an investigation as this, if it does no more 
than bring out public disclosure of what is going on, have some obli- 
gation, because of its cause of the effect that we are trying to reduce 
as far as serious consequences are concerned, does not the Government 
have some responsibility of using its good offices to bring about a 
more equitable distribution of the nondefense supply, if the facts of 
this investigation show that equity is not being done to the platers? 

Mr. Fierce. Senator Morse, I appreciate your question because 
I think it points up very effectively the basic problem -_ confronts 
both the executive and the legislative branch in this are 

79098—56——13 
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Now, as you will recall, the Defense Production Act contains this 
section. It says: 

The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 


(1) that such material is a scarce and critical material essential to the national 
defense— 


which certainly nickel is— 


and (2) that the requirements of the national defense for such material cannot 
otherwise be met without creating a significant dislocation of the normal distribu- 

tion of such material in the civilian market to such a degree as to create appre- : 
ciable hardship. 

And certainly the situation which has been presented to this com- 
mittee comes within that subsection. 

In other words, the authority to impose the controls is present, as 
you appreciate—Congress is not saying “When you find these situ- 
ations to exist you shall impose control.’ 

Senator Morse. That is right. 

Mr. Fiemmine. But it is saying, “When you find this kind of a 
situation existing you mae impose controls,” so there is not any ques- 
tion in my mind at all but that the executive branch has got the 
authority to reimpose controls. 

Now, as you say, when you face something of that kind and consider 
both the liabilities and assets, it gives us pause. 

For example, I am convinced in my own mind, and I know some 
people may differ with me on this, but 1 am convinced in my own mind 
that you could not start down the road without ending up with end- 
use control because this would be authority that you would be exer- 
cising under the Defense Production Act, and someone who rather 
clearly had a defense-supporting relationship in connection with the 
production of a particular item would say : 

“Now, I am not getting all that I need, and here is nickel being used 
for, let us say, bicycle handlebars or something of that kind.” 

He would say, “Now, surely, it does not make sense to deny me what 
I need in order to do a more effective job for the country in this par- 
ticular situation, and let every manufacturer or to let the manufac- 
turer of bicycle handlebars continue to use nickel.” 

The situation that counsel called attention to earlier, and that 
was included in the release of this'committee in announcing this 
hearing, indicates the problem. 

I mean, you called attention to the fact that here is a large office 
building in New York City that is using a lot of stainless steel in 
connection with the facing of the building and, of course, the infer- 
ence from that is that is not a very good use of it when it deprives 
the platers of nickel that they might otherwise have. 

Well, in other words, that simply is suggesting that somebody . 
should be in a position where they can balance that, and deny the 
use of nickel for this purpose, I mean, for building an office building, 
if using it for that purpose deprives some other people who are very 
essential to our economy, of nickel. 

Mr. Sruurs. Not necessarily essential now, Doctor. 

Mr. Fiemmine. Well, no, I mean, take the platers—I mean, they 
«an make a very good case of their relationship to Defense in terms 
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of what the contribution that their industry made to our defense pro 
gram during World War II and during Korea, and the kind of 
dependence that we would put on them if we moved into another 
stepped-up mobilization program. 

Senator Morse. It would not be good to have them out of business. 

Mr. Firemmunc. That is my point. Then can—aind they have talked 
to me along these lines, and I appreciate their position—I mean, I 
think if we were sitting as a committee and balancing their relation- 
ship to our economy, their potential relationship to a mobilization 
program, as over against using stainless steel in facing a building, 
we probably, as a committee, would decide it was better to let the 
platers have it than to use it for this purpose. In other words, we 
would be making end-use determinations. 

Mr. Struts. Is it not true, however, that during Korea, and right 
at the height of the Korean emergency, let us take aluminum, we had 
no end-use restrictions. 

Mr. Ftemmine. Well, I think that is—— 

Mr. Stutts. No. 2, one problem that comes up is that a Government 
publication which represents up to this time the only official data 
that are available shows that stainless steel is getting more and more 
of a share of nickel that is available. 

Now, this fact, added to the plight of the platers, it seems to me, 
indicates why we stressed that in our release. 

It does not say that we at any time said that you ought to look 
and see whether the platers are plating handlebars or hospital oper- 
ating tables. We did not say that. 

Mr. FLtemminc. No. But what you are immediately suggesting, 
though, when you talk about the increase in the use of stainless steel, 
and when you use an illustration of this type, you are immediately 
suggesting that under present conditions possibly that, shall I say, 
is a wasteful use or a noneconomic use of a short material. 

Mr. Stutrs. Or that we are not using the base period that people 
say we are using. 

Mr. Fiemmine. All right. But in the final analysis we get down 
to a debate as to whether or not it should be used for this purpose 
or that purpose. I do not see how we could stay away from it, in 
view of the fact that we would be operating under a Defense authority 
under the Defense Production Act. 

Senator Morse. That is true. That is why I am raising my points. 

Mr. Fiemnine. That is right. 

Senator Morse. But I am looking for a middle ground here. 

Mr. Fremmine. That is right. 

Senator Morse. I am not so sure that it is one or the other, as you 
put it; and if you will bear with me for just a moment: For example, 
I am not against bigness as such. 

If a big operation can best serve the economic needs of the Ameri- 
can people, I am for the big operation. 

Again, with Government exercising those public policy regulations 
necessary to protect the people from any abuses that may develop 
from a given operation that could be described as a big operation, I 
am for the big operation under those conditions. 

So when I make this comment it is no reflection on these nickel 
companies, such as International Nickel. 
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But here we are with a terrifically powerful corporation doing a 
great service for us, assisting in the defense-mobilization program, sup- 
plying us with the nickel that we have to have for the bore of our 
country, and we, the Government, are the cause of that. 

Mr. Fiemmine. That is right. 

Senator Morse. And one of the effects of that cause is apparently, 
speaking now on the basis of the assumption that they will make their 
case, one of the effects of it apparently is a denial to the small-business 
men of what they consider to be a reasonable share of nickel that is 
left over, and they say one of the reasons why they are not getting that 
reasonable share is that we are letting International Nickel and other 
controllers of the production of nickel in the last analysis exercise 
the discretion as to who will get the nickel that the Government is 
not going to use. ; 

Seven suppliers who, Mr. Wingate has testified to, are getting it in 
the same proportion that they got it before, but they are getting it, and 
at that point we get free enterprise completely working, although we 
have stymied free enterprise by Government activity up to that point, 
and so I am seeking to find out whether or not there are not some 
“controls,” if we want to use that term, that we can impose, but not 
the type of controls we are talking about. 

I am talking about the control of public disclosure, bringing out 
the facts to show the effect as to who is getting it, bringing out the 
facts for the public to judge that the stainless steel people, speaking 
hypothetically now, may be getting more than we consider to be an 
equitable share in view of the needs of the platers and other small- 
business men. 

The investigation of the committee itself, and possibly—because I 
am a great believer in persuasion, being an old mediator—possibly the 
Government has a moral obligation here to be more of a mediator than 
it has been, without being the judge; that is, they may have the re- 
sponsibility here, speaking again hypothetically, of bringing in 
Brother Wingate, and saying to him, “I am sure you do not know what 
is happening to the nickel you are turning over to your seven suppliers; 
if you did, the thing is maybe they would use your mediation service 
more than they have done. But here is what is happening, here is 
supplier X and a great increase in the percentage of his supply of 
nickel is going to the stainless-steel people, with the result that they 
are putting some platers out of business which, at the time of the war 
in the future, we might well like to have in operation.” 

Now, I may be completely, to use a colloquialism, “haywire,” in my 
approach to this, but I still think the Government could not take a 
position, “we get what we need for defense, we leave the rest to private 
enterprise to work out under a competitive system, although we have 
destroyed any chance of complete competition, because we are taking 
the lion’s share.” 

I think there ought to be some middle ground here where we do 
something other than just keep the.gun behind the door that you have 
read in the law if it gets bad enough, that we will come in ih exercise 





some controls; but it will take us a long time to get them into operation. 
I may be just wrong about it, but I still think it is not too much 
of an imposition on these nickel-producing companies to say, in view 
e at all, you are just 





of the fact that you have got no problem of sa 
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in a bed of roses on that score because of what we take from you, and 
that has a terrific effect also on the good price, we think we are entitled 
to at least consulting with you as a mediator when we get these kicks. 

As to whether or not the discretion you are using is as wise as you 
may think it is, and if I were—lI’m sorry I have been using his name, 
but just because it was his company before us, we could call it X, Y, or 
Z—if I were Mr. Wingate or Mr. X or Mr. Y, in his position, I would 
kind of eens the Government in there to help me along on this 
so I can say, “Well, after all, Flemming breathed down my neck on 
this one, end he said, ‘What are you doing to these platers? What are 
you doing letting a supply company give this large percentage to the 
Stainless steel people, and put this number of platers out of business,’ 
and I think I would welcome that kind of assistance from the Govern- 
ment. 

Again, I say, Doctor, I am thinking out loud, and I had not thought 
of this problem until I came into this room this afternoon, because 
here is a problem I have not been studying. I have been engaged in 
other committee work. 

But I cannot escape the feeling that we ought to do something about 
this, and that is why this committee is interested, and it leads into 
another set of questions that I want you to comment on, and I think 
I might as well raise them here so that you will discuss the two of them 
together r. 

It leads into the last point Mr. Wingate made when I had that 
colloquy with him, about the stockpile matter. 

The question is as to whether or not, taking this Cuban ore, whether 
we cannot, for the next couple of years, make a larger percentage 
available for civilian use, in view of his testimony that, I think it is, 
2 or 3 years he testified, it is going to take for them if their plans 
materialize, as they hope, to supply the additional quantity of nickel 
that may be needed to replenish the use of the Cuban supply or an 
increased percentage of the Cuban supply for the next couple of 
years. 

Is there some bug in that approach ? 

Mr. Fitemmine. Senator Morse, can I comment on your first ob- 
servation first, and then I will take the stockpile ? 

Senator Morse. Go ahead. 

Mr. Ftemminea. Because I appreciate your thinking out loud on it, 
and I am very happy to think out loud on it because no one can be in 
the position I am in at the present time without being very conscious 
of the fact that we are up against a very serious problem. 

As I indicated, in response to some earlier questions, I believe that 
what the Department of Commerce is doing it should do—it should 
be done. 

I believe the audit that they are making of the way in which this 
nickel is being distributed makes good sense under present conditions. 
I did not listen to the testimony given by Assistant Secreta 
Mueller, but I suspect that that testimony may very well have indi- 
cated that there have been times where the Department has been 
willing to function somewhat as a mediator. I think your use of that 
term—lI mean it suggests an approach that I think we should keep in 

mind. 

But I feel—I will leave the Department of Commerce now and just 
personalize it as a person who happens to be Director of ODM. 
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I feel that I should avoid, as you put it, getting over into a position 
where I judge as between rival claims, because, let us assume, that 
one claimant comes in and he makes a good case for my point of 
view. 

As I listen to him I think that is a pretty sound case, and so let 
us say that in dealing with XYZ company, as a Government official, 
I pound the table a little bit and say, “I feel these fellows have got a 
case and that something should be done about it.” 

Well, I think that probably in most instances the company con- 
cerned would say, “O. K., if that is your best judgment, why, we are 
willing to accept it.” 

And they would allocate some additional amounts to this particular 
claimant. 

They would then have to explain to some of their other customers 
why they had cut them back some during the subsequent quarter, 
and I am sure that if I were in the position of the company I would 
say, “Well, you were cut back because the Government came into the 
picture and put up and/or made certain statements relative to this 
other claimant, and we thought that we should follow it, what the 
Government had recommended, and we did it.” 

Well, now, if I were in a position of these other claimants, I am 
sure I would be right back in, I would get down to Flemming’s office 
rather quickly, and say, “Well, now, we have got some things to say 
about our relationship to defense, about the way in which we have 
been treated,” and so on. 

In all fairness I should listen to them, and I would listen to them, 
and I would weigh what they said just as carefully as I could, and 
on the basis of that I might feel that one out of that group was not 
being treated in quite the fair way, and I would so indicate to the 
producer. 

My only point is, Senator Morse, I feel it would not be very long 
| before I would have taken quite a stride in the direction of controls. 
| I would have gone so far that really the only way in which I could 

get this thing on an absolutely aboveboard basis so that everybody 
understood what was going on, I would have to recommend the impo- 
sition of formal controls. 

Now, if there is such a thing, and I, like you, am not arriving at a 
conclusion one way or another, if there is such a thing as the Govern- 
ment mediating a situation without getting in a position where the 

resident of XYZ company feels he a been, in effect, told what to 

o by the Government, then I think it is something that should be 
explored very, very carefully, and I am sure that that is the spirit 
that has motivated the Department of Commerce since we took off 
the controls, and I imagine that they can probably give us a case or 
two that would indicate that they had approached it in that spirit, 
because I know they feel just exactly the way I do about controls and 
about the reimposition of controls, and they feel just exactly the way 
I do about the danger of starting down the road without realizing 
that when you start down you have got to go the whole distance. 

So I think they have approached it in that spirit, and I am sure 
that they will continue to. 

But I am sure that you will agree with me it is a very fine line, and 
it is one that would have to be—all I am thinking of is, in fairness 
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to all of the consumers—it would have to be watched very, very 
carefully. 

Senator Morse. Well, I think this discussion is very helpful. I 
only want to make this modification, so far as making my point of 
view clear. I would not have you mediate on the basis of one com- 
plaint at a time. 

Mr. Fiemoine. Right. 

Senator Morse. When I talk about mediation I was thinking about 
the hypothetical case where you called Mr. Wingate in and the sup- 
pliers in and you said, “I would like to have you explain this whole 
ewe here. Here we have got these groups that claim they are 

ing discriminated against. What is going to be the general effect 
if you reduce the supply to these people and increase it to these people ‘ 
What would be the general effect on the relative equities?” 

Mr. Ftemmine. Yes. 

Senator Morse. I would discuss the total problem at once, not the 
problem in segments. 

Mr. Fiemnine. Right. 

Senator Morse. Because what this committee is really confronted 
with here now, if I have been properly briefed by able counsel here, 
is that we have got a segment that says, “We are just getting a pretty 
bad deal,” and I have got to take a look at it as a member of the com- 
mittee as to whether they are getting a bad deal in relationship to 
what this hearing may bring out are the equities of other groups. 

Mr. Ftemuine. Right. 

Senator Morse. I am not sitting here as an advocate of the platers 
this afternoon. 

Mr. Fremmine. That is right. 

Senator Morse. I am sitting here as one, however, who is concerned 
about what looks like a prima facie case which they have advanced to 
date, that as the result of the Government’s participation in the nickel 
program, and a large percentage of the total supply that the Govern- 
ment has to take for defense, this particular group of small-business 
men are taking a beating, and I want to make sure that I get all of the 
facts, and once I get them then I will be in position to make some 
valued judgment on it. 

I still think and, frankly, I think, in effect, you are doing what I 
am suggesting—but you probably have not formalized it any—but I 
do think that our small-business men who find themselves in this 
economic squeeze ought to feel that their Government will mediate 
their problem, not decide it, not saying we are going to lay down a 
governmental edict here and say, “Mr. Wingate, you see that X com- 
pany gets more nickel.” 

If you are going to do that, then let us have controls. 

But if you are going to have the cooperation and the assistance of 
private business, particularly when you have a business as economi- 
cally powerful as International Nickel or the Aluminum Co. or the 
Lead ie they are all, as far as I am concerned, in the same boat, they 
are doing a great job for their country, but Government has to, in my 
judgment, also exercise vigilance over it. 

7 FiemMMine. I agree to that. 

Senator Morse. In the protection of small business, because the 


history is perfectly clear as to what happens when you do not, without 
a war. 
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Mr. Fitemmine. Sure. That is why you—— 

Senator Morse. In peacetime you move into a monopolistic control 
that is very dangerous to the small-business man. 

What concerns me so much is that the small-business man is losing 
more and more of his economic freedom in this country, because the 
big boys, necessarily, are getting more and more economic power, and 
I am not quarreling about that, so long as it is regulated. 

Mr. FLtemoinc. In other words, Senator Morse, the Congress cer- 
tainly expressed its concern in a very tangible way when it set up the 
Small Business Administration, I mean, that is the purpose, and I 
certainly do understand the direction of your thinking, and I think 
it is something that should be kept in hind, 

As you suggest, I think, by and large, that is probably just what the 
Department of Commerce has been doing; and yet it might even come 
to the place you are holding a public hearing, such as here; it might 
even come to the place where the executive branch would think in 
terms of a public hearing, where it would have the precise situation, 
the present system, explained in the very fine way in which Mr. Win- 
gate explained it to this committee. 

You would have people who feel they are not, or segments of the 
economy who feel they are not, being treated equitably, to come in and 
present their case, ma then after all of the evidence is in, sit down and 
think in terms of the total pattern, but in terms of handling a specific 
situation. 

I think that there is something to be said for that approach. 

Senator Morse. That is why I think, Dr. Flemming, the best police- 
man in America is public disclosure. 

Mr. Fitemmine. I agree with you. 

Senator Morsr. Counsel wants to ask a question. 

Mr. Ovom. On that point of the Small Business Administration, 
Dr. Flemming, I am glad you mentioned that agency because the 
Attorney General in his report on the act itself, dated April 13, 1956, 
concerned himself with the problem and the responsibilities of the 
agencies, and he said that “unless all of the facts in the distributive 
picture in these critical areas of production are known, it will be im- 
possible to gage with any degree of certainty the effect of the present 
defense program upon economic -concentration in the civilian 
economy.” 

And in that same paragraph he treated the necessity for the Small 
Business Administration or some agency of Government. developing 
facts as to distribution among the various segments of industry. 

Mr. Fiemorne. Right. 

Mr. Ovom. And Senator Morse and you have just agreed that one 
of the best policemen is the public disclosure of these facts and the 
statistics. 

~vow, one of the problems that has been brought to the attention of 
the committee by the platers and by the suppliers—Udylite—is that 
they are unable to get facts and statistics about the distribution pic- 
ture of nickel across the board in the whole industry. 

They state that when they discuss it with BDSA, BDSA tells them 
they can only say that the distribution is fair and equitable. 

Mr. Reeme, the president of Udylite, told the commitee today— 
I think he stood up and said—that he does not know how his entitle- 
ment, if that is a good word, is created, upon what it is based. 
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These are continuing problems of this committee, and I am sure of 
the agencies, that we are unable to develop these facts and statistics, 
so that they might themselves be policemen in the industry. 

Do you have any suggestion on how that situation might be 
answered / 

Mr. Ftemouine. Of course, what we are up against there is, and what 
we all appreciate is the question of how far we should go, ‘all of us, 
in divulging defense information in public, and that is an area where 
I refuse to be dogmatic and say that all of the present classifications 
are just what they should be, and that there should not be any change. 

Yet I do appreciate the fact that there is a problem there, and we 
certainly do not want to accentuate the security problem in any way. 

But that does present us with a problem, in a sense; and yet I think 
we can be ingenious enough so that we can get around that without 
disclosing cl: issified information and yet, at the same time, give people 
some feel as to where they stand in relation to the total picture. 

Mr. Opom. Yes. 

I think that is the very point, that certainly some effort can be made 
successfully to develop these facts and figures so that the security of 
the country will still be protected. 

I know you would be interested in Senator Sparkman’s comments 

yesterday when he said that if the purpose of keeping the distribution 
of defense nickel secret is to keep the enemy from knowing how many 
airplanes we are building or how many engines we are building, then 
he wonders if the newspapers themselves in publishing the number 
of airplanes and engines every day in the papers do not circumvent our 
very efforts in this field. 

Mr. FremMine. Without getting into that problem in detail, it 
a tough one, and it is a very difficult one. 

Mr. Opoat. But it is very fundamental to the problem here. 

Mr. Fiemmine. I agree with you, and I stand on my earlier state 
ment, I feel that working together we can be ingenious enough to de- 
velop a method of giving people some feel of how they are related to 
the total picture, without viol: ating security standards, 

I think that the agencies ought to make an effort along that partic- 
ular line; I agree with you completely on that, and I would be very 
glad to assist in such an effort. 

I would be glad to work with this committee, and I would be glad 
to work with the agencies concerned on it, because basically when J] 
get into this particular area, the more I can put on top of the table 
the more I can make public, the happier I am, the better I feel about 
it, and that is true in connection with this whole stockpile operation. 

I know it is an operation that got up into rather good-sized figures, 
and because it has gotten up into rather good-sized figures, it has an 
impact on our economy, and the more I could say on it the better I 
would feel, because then the system of checks and balances would 
begin to operate as far as my own actions and my own decisions are 
concerned, and we have taken some steps in that direction. 

For example, in our latest stockpile report to the Congress—as you 
know, we report regularly to the Congress, we send up a classified re- 
port and an unclassified report—well, ‘for the first time in the unclassi- 
fied report we listed the materials where we had reached our stockpile 
objective. 
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That has never been done before, and I am sure that is of real in- 
terest to the people who are involved in the production of those 
materials. 

If I might come to your question on the stockpile situation, Senator 
Morse, of course, the Strategic and Critical Materials Stockpile Act 
says: 


That purchases shall be made, so far as is practicable, from supplies of 
materials in excess of the current industrial demand. 


Congress set up that standard when it passed the law back quite a 
number of years ago. 

Now, we have interpreted the words “so far as practicable” to mean 
so far as practicable from the standpoint of national security. 

In other words, when we are confronted with the kind of a situation 
that we have been confronted with in the field of nickel, where we 
know the demand is much greater than the supply, where we know 
that whatever we put into the stockpile is taking away from the 
civilian economy that needs it under present conditions, we have got 
to balance two factors. 

I mean, we do have to balance the factor of the impact on the total 
civilian economy of taking certain quantities of nickel out of the 
economy, and making it unavailable to the economy, as over against 
what quantities of nickel we should have on hand if hostilities break 
out tomorrow, and in reality, as you appreciate, I am sure in planning 
in this particular area, you have always got to think in those terms. 

Now, I indicated to you that when we took controls off that we had 
enough nickel in the stockpile to cover 15 percent of our objective. 

Today we have got enough in to cover just a little under 50 percent 
of our objective. 

Well, it is not easy for anybody to say, “Well, could you just rest 
on your oars and not take anything in from here on out?” 

We have felt that the world situation was such that we should not 
go to that extreme. 

On the other hand, as indicated by the figures that I presented in 
my statement, we have diverted very, very substantial amounts of 
nickel that otherwise would have gone into the stockpile. 

Mr. Srutts. Right there, do you have any percentage or what per- 
cent - diversion goes to defense and what percent goes to nondefense 
uses 

Mr. Fiemminea. Well, I do not know that we have those figures, but 
if we did, I should present them to you in executive session rather than 
in an open hearing. 

Mr. Sruurs. I bring this up because every time you make some such 
announcement, the newspaper headlines scream “Nickel relief comes.” 

Everybody figures that they are going to get some more nickel. It 
turns out, yes, they get some more nickel if they have got a defense 
contract on which they are going to use it. 

Mr. Ftemmine. If you will refer to my statement, I tried to cover 
that as carefully as I could. 

I said that in spite of the increases in defense requirements for the 
current mobilization program these diversions have resulted in slight 
increases in the amount of nickel available to the civilian economy, 
and it is only slight, and I will say to you very frankly that sometimes 
I have authorized the diversions, thinking that it was going to make 
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more available to the civilian economy than actually proved to be the 
case, because we have been face to face with a rising demand for nickel 
on the part of the military in connection with their current mobiliza- 
tion program. 

So, I mean, the inference back of your question is correct. This has 
not been of direct assistance to the civilian economy in terms of their 
being supplied with large additional amounts. 

It has been of assistance, I suppose, in what might be called a nega- 
tive way, if we had not diverted this and, at the same time, the defense 
take had kept going up, of course, the civilian economy situation 
would have been very, very serious, as you can see. 

Twenty million pounds a quarter is a fairly substantial amount. If 
we had not made that available, and if most of that had—I mean, if 
we had not made it available it would have meant the civilian economy 
would have had far less than they were accustomed to having since 
Korea. 

I think the best generalization is that we just have kind of more or 
less kept even with the situation although there is a slight increase for 
the civilian economy as a result of what we have done. 

Mr. Sruuts. Do you police in any way military requirements! 

Mr. Ftemminea. Yes, we do. 

I mean, for example, as you know, I have a Defense Mobilization 
Board which is advisory to the Director of ODM, and I suppose it is 
fair to say that nickel has been on the agenda of those meetings more 
than any other single subject over a period of the past few years. 

For example, we had it before us in July of 1955, and it indicated, I 
mean the situation that was described to us by a staff paper indicated, 
that this current military take was on the up, and we did ask some 
very—and I think they were—penetrating questions as to why, and 
particularly why was it that the actnal take was running in excess of 
their estimated requirements. 

I think as all of us appreciate that is kind of a new experience for 
the Defense Department to have the actual experience exceed their 
estimate of requirements. 

Normally, it works the other way. So we were asking some rather 
penetrating questions. 

I set up a task force made up of someone from ODM, someone from 
Defense, and someone from the Department of Commerce to start 
checking that situation to see what it was being used for, what was 
being missed when they were estimating their requirements, and so on. 

That task force has done some very effective work. They have been 
able to identify some of the reasons for the estimate being under the 
actual take, and it has helped. It has not improved the situation from 
the standpoint of the civilian economy, but it gives us a much clearer 
idea of why we have run into the kind of a situation that we have run 
into on the defense side. 

_ Now, in making that kind of study, if we should run up against a 
situation where we felt there was an unjustified use of nickel on the 
part of the military, I would certainly take it up with them imme- 
diately. ; 

For example, one of the things we have bee# trying to find out is 
whether maybe the specifications call for » certain amount of nickel, 
and when they actually get into producon, because nickel is such a 
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satisfactory material, they actually use more than the specification 
calls for, and more than might be needed in a particular instance. 

So that we do feel that we have got a sueeuaiiilite to keep on top of 
that in working with the Defense Eeeieeaeet 

May I also say that the Office of the Secretary of Defense has the 
same feeling as we do about it. I mean, they have been extremely 
helpful in trying to get on top of this situation. 

Senator Morse. If you will permit me, I would like to make one 
more additional comment on this stockpile issue, because what Mr. 
Wingate said had a terrific impact on my thinking in this matter, 
because he dealt so directly with some of the discussions we have had 
in the Foreign Relations Committee. 

As I understood him, he hoped in 2 or 3 years that their supply of 
nickel will be increased. I have a pretty good hunch if he says that, 
that is what is going to happen. They are not spending these millions 
of dollars in exploration without having a pretty good reason to believe 
they are going to strike nickel, at least at some of the points. 

He is in the room, and I want him to feel free to correct any im- 
pression I formed from his testimony, because to me this is very im- 
portant, Mr. Wingate. 

I also infer that a good deal of that exploring is taking place in our 
own hemisphere; some other places, too, but there is some hope that 
we are going to find some new supplies of nickel in Canada and new 
supplies of nickel in the United _ sve or maybe to the south of us 
where there is contiguous territory, which is important in case of war 
from the transportation standpoint. 

I also infer that, as far as the next 2- or 3-year period is concerned, 
we will be producing enough nickel, without Cuban nickel, to meet the 
manufacturing needs of the Defense Establishment, with some left 
over for civilian use. 

So that the taking of any Cuban nickel by the Government during 
that period of time is not in any way going to disrupt or interfere with 
defense production during that period of time. 

If those deductions are all sound, and then we are dealing with 
Cuban nickel that is going into a stockpile, that has already reached 
50 percent of our ultimate goal. 

Now, assuming that war breaks out within this period of time that 
Mr. Wingate has suggested, as 2 or 3 years, during which he was 
hoping we would get new supplies of nickel, if war breaks out during 
that period of time we have a stockpile which, added to our present 
production, it would not stop with the outbreak of the war, the pro- 
duction would take care of all the war production that we could do 
in that 2-year period of time, and by the end of the 2- or 3-year period 
we hope to have the new production in effect—is it not a calculated 
risk that would be worth running to take part, not all, but to take 
part of Cuban nickel that is now going into stockpile and trying to 
relieve this domestic economic situation in the industry, because we 
cannot use a pound of it for the next 2 years anyway? 

Mr. FLemMine. Senator Morse, might I say that as far as the nickel 
that is coming out of Cuba at the present time is concerned, their 
current productive capacity, 80 percent of it is now being diverted 
into the civilian economy. 

Senator Morse. Eighty percent of it? 

Mr. Ftemminc. That is right. 
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I think Mr. Wingate’s comments related more particularly, how 
ever, to the expansion of that productive capacity. 

The Goverrinent has been expanding the Cuban development, and 
we expect that expanded capacity to come into being, well, let us say, 
by the first of the year, that is, January 1957. 

I think he was expressing the hope that within a reasonable period 
of time we would be able to announce what we were going to do with 
that expanded capacity. 

I share his feeling as to the desirability of doing that, making such 
an announcement as soon as possible. 

Let me indicate to you the things on the two sides of the ledger that 
confront me at the present time. 

In the first place, I am confronted with the fact that the mobilization 
requirements may be higher than our present figures indicate, and the 
reason I have had to put a question mark alongside of the present 
mobilization requirement is this rather sharp stepup in the current 
military take, indicating that factors have entered into our military 
production program which call for a greater use of nickel than we 
had anticipated. 

So that is one thing I have got to determine, and we are working 
on that in cooperation with Defense to see whether or not the stockpile 
objective should be increased. 

However. I also pointed out to you that we have announced a new 
expansion goal. 

At the present time there are about 300 million pounds available 
to the United States for all purposes. We have set an expansion goal 
of 440 million. In other words, we have said we are ready to provide 
some incentives in order to get the availability to the United States 
up to 440 million. 

Now, the type of development that Mr. Wingate is talking about 
might very well come into the picture and become a part of that addi- 
tional 140 million. 

If over a period of the next few months business concerns make firm 
commitments to the effect that they are going to go ahead with certain 
developmental projects which, in turn, will indicate that we will have 
available to us supplies beyond what we had assumed would be avail- 
able when we set out stockpile objective, I will then be able to lower 
the stockpile objective, and that takes the pressure off of putting the 
materials into the stockpile, and we may very well come out at the 
point that Mr. Wingate hopes that we could come out at, and that 
you hope that we will come out at, but we have got a couple of un- 
knowns in here at the present time which we are trying hard to resolve, 
aid to resolve as quickly as possible. 

I want to get the requirements thing clarified just as soon as I can, 
and my hope is that a number of companies will show an interest in 
the expansion program. 

Now, we talk about reserves and where we can turn for additional 
supplies of nickel. We have great hopes as far as further develop- 
ments in Cuba are concerned, not just this Government operation, 


but the Freeport Sulfur Co. has been working on the development of 
ores in Cuba. 
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They had been operating a pilot plant under an arrangement that 
they worked out with the United States Government, and the techni- 
cians tell us, the scientists tell us, it looks as though some of the tech- 
nological processing problems, if they have not been solved, it is just 
around the corner. In other words, we are getting a real break- 
through there. 

That may mean also that a company like Bethlehem Steel, that 
owns deposits in Cuba, may find it desirable to get under way with 
a developmental project. 

Then, of course, whatever happens in Canada on the part of Inter- 
national Nickel or on the part of Falconbridge or on the part of 
Sherritt Gordon, that is all to the good. 

So if we can get a real drive back of this business of providing addi- 
tional sources of supply, that will not only ease our situation a few 
years from now, but that will put the Office of Defense Mobilization 
in a position where it can take that additional source of supply into 
consideration in setting its stockpile objective, and in determining 
the kind of a program that it is going to follow in terms of the acqui- 
sition of nickel for the stockpile. 

So that a definite decision to go forward with projects that may 
not come into being for 2 or 3 years can have an impact on the current 
situation because of what it makes possible for us to do as far as our 
stockpile objective is concerned. 

Senator Morse. Dr. Flemming, you have given very helpful testi- 
mony in this record, and as a member of this committee I want to 
advise you that my tentative intention is to take a good long look at 
this stockpile situation because I am greatly impressed by Mr. Win- 
gate’s observation on this matter, and I am impressed also with the 
problems that the whole issue presents to you. 

But if this prospect or the prospects are very good for a new supply, 
if we can get these commitments that you are asking for on projects, 
and if this expansion in Cuba is going forward, in view of the fact 
that the Government is the primary cause of this civilian dislocation 
in this field, if a case can be made for any relaxation on our stockpile 
policy, the next 2 or 3 years in this field, it ought to be done. 

Now, Mr. Wingate, I have no right to sit up here and use your 
name in conversation with another witness without your having an 
opportunity to correct any false impression I may have left in this 
record. 

Do you have any observation you wanted to make on what I have 
said to Dr. Flemming? You are free to do so at this time if you wish 
to do so. All I have done is to give an interpretation of your testi- 
mony, and you probably have experienced the same experience I, as a 
lawyer, have experienced many times, trymg to figure out how a wit- 
ness _ figure out an interpretation with respect to a question I have 
asked. 

I have at least presented my interpretation. 

Mr. Winearte. Senator, all I can say is that I am very bucked up by 
what I have heard here in the last 20 minutes, and it simply confirms 
what I suspected are the Government’s views on this problem, which 
are precisely my own. 

Senator Morsge. I am very glad to have your statement. 
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Is there anything further ? 

Mr. Noone. No, sir. 

Mr. Opom. No, sir. 

Senator Morse. Thank you very much. 

It is now dinnertime, and we will recess the hearing subject to the 
call of the chairman. 

(Whereupon, at 6 p. m., the committee adjourned, subject to the 
call of the Chair.) 





APPENDIX 


TELEGRAMS TO THE SENATE SMALL BUSINESS COMMITTEE RE NICKEL SITUATION 
MILWAUKEE, WIs., May 28, 1956. 
CHARLES NOONE, 
Counsel of United States Senate for Small Business, 
101 Indiana Avenue NW.: 

This is to inform you that the cutback of nickel resulted in receiving only 30 
percent of our needs making it necessary to go to the gray market at $2.85 to $3 
per pound to continue meeting our customers requirements. This is working a 
severe hardship on our business because it is impossible to increase our prices on 
nickel plating their items. 

S. K. WittiaMs Co., 
R. J. STEVUERNAGEL, Secretary-Treasurer. 


Derrort, MicH., May 28, 1956. 
Wir D. Amis, 


Senate Small Business Committee, 
101 Indiana Avenue NW.: 


Confirming phone conversation regret inability to attend hearing. In our 


opinion nickel suppliers are distributing nickel to small civilian plating com- 
panies equitably. However, as small plating companies are not recognized as 
an industry, we believe that after defense requirements are satisfied then the 


entire remainder shall be distributed on the same percentage basis to all civilian 
nickel users, as there is doubt the same percentage is allotted to civilian small 
plating companies as compared to steel-alloy mills and foundries. 


Auto Crry PLATING Co. 
H. E. ADELSPERGER, Jr. 


MILWAUKEE, WIs, May 28, 1956. 
CHARLES NOONE, 


General Counsel, Small Business Committee, 
101 Indiana Avenue NW.: 


Nickel situation so bad we had to discontinue. One year ago our industry 
needed immediate help. 


BLectro PLATTERS Co. 
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